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, ABSTRACT
This report provides a transcript of the proceedings of the morning workshops of
the Second Session, titled ""Problems and Issues'!, of the Symposium on Urban Cable Tele-
vision. The purpose of this Symposium was to discuss, clarify, and offer alternative
approaches to the major social, economic, and institutional issues affecting CATV plan-
ning today with a view toward their impacts on the future directions of cable in the U. S.
This Symposium was sponsored by the MITRE Corporation in cooperation with the Cable
Television Information Center and was held at the MITRE McLean Offices on October 18th,
'19th, and 20th, 1972.

The Workshops contained in this report are as follows: 1) Economics and Financing
of Cable; 2} Public Ownership: Myth and Reality; 3) Programming: Community and
Local; 4) New Patterns of Minority Participatio‘n.’ The proceedings of the afternoon work-
shops are ‘ontained in Volume III of this report. The proceedings of the first day,
October 18th, 1972, are contained in Volume I and those of the third day, October 20th,

1972, are contained in Volume IV.

iii




ACKNOWLEDGEMENT

We would like to extend our thanks to the Cable Television Information Center and
W. Bowman Cutter, Executive Director, for their help in planning and pax"ticipating in
this Symposium. We would also like to thank the National Cable Television Association
and David Foster, President of NCTA, for the support they have given this meeting and
for sponsoring the reception held Monday evening, October 18th, 1972, and Lloyd Morrisett,

President of the Markle Foundation, who was the General Chairman of this Symposium.

We would also like to express a special note of appreciation to the speakers at this

Symposium who are listed in the Agenda which follows.

harles A. Zraket
Senior Vi President
The MITRE Corporation




TABLE OF CONTENTS

Volume II

AGENDA

ATTENDEES

THURSDAY MORNING, OCTOBER 19, 1972
Session Theme: Problems and Issues
Visual Presentations

Discussion of CPB's research efforts in broadband
communications by Philip Rubin, Director of Engineering,
CPB, followed by a Cable Television Film prepared by
the Corporation for Public Broadcasting (17 minutes).

A one-hour videotape of a simulated franchising game,
with participants that include an actual city official,
state official, public interest representatives, and a
cable operator by the Cable Television Information
Center at a recent conference sponsored by them.

Workshop 1) ECONOMICS AND FINANCING OF CABLE

Panelists: Gary Weinberg, Moderator
- Paul Kagan
Edwin Hooper
Grant A, Wilson
John Annicelli
Lee Bertman

Page
ix

xix



Workshop 2)

Panelists:

Workshop 3)

Panelists:

Workshop 4)

Fanelists:

PUBLIC OWNERSHIP: MYTH AND REALITY 83

Winston Webster, Moderator
John J, O'Neill

Douglas Jarvis

Jerry Minford

Richar d Lortus

Dt. Otto Hetzel

PROGRAMMING: COMMUNITY AND LOCAL 177

Ralph Lee Smith, Moderator
Red Burns

Henry D. Pearson, Jr.
Doyle Dugans

Thea Sklover

John Gault

NEW FPATTERNS OF MINORITY PARTICIPATION 275

Charles Tate, Moderator
Richard Austin

Ed Loyd

Bill Wright

Tony Calderon

Mel Epstein

Jim Taylor

viii



AGENDA

SYMPOSIUM ON URBAN CABLE TELEVISION
WEDNESDAY, OCTOBER 18TH
General Chairman - Lloyd Morrisett
Program Chairman - W. F. Mason
9:00 - 9:30 WELCOME AND INTRODUCTION

Charles A. Zraket, Senior Vice President,” The MITRE Corporation
W. Bowman Cutter, Executive Director, Cable Television Information Cente:

9:30 - 12:30 SESSION THEME: SOCIAL AND ECONOMIC CONTEXT
' Session Chairman - Lloyd Morrisett, President, The Markle Foundation

This session will examine the broad implications of changes in the field
of communications.
KEYNOTE ATLDRESSES

THE FUTURE SOCIAL AND ECONOMIC CONTEXT: IMPLICATIONS FOR CABLE
COMMUNICATIONS, Dr. Herman Kahn, Hudson Institute

THE IMPACT OF CABLE COMMUNICATIONS ON THE POLITICAL PROCESS,

Dr. Amitai Etzioni, Director, Center for Policy Research, Professor of Sociology,
Columbia University.

ix




WEDNESDAY, OCTOBER 18TH (Continued)

THE HISTORICAL ASPECTS OF COMMUNICATIONS: IS CABLE REALLY A CHANGE?,
Professor Anthony G. Oettinger, The Aiken Computation Laboratory, Harvard University
Commissioner, Massachusetts CATV Cemmission

12:30 -~ 2:30

2:30 - 5:30

Speakers:

5:30

6:00 - 8:00

LUNCH, Holiday Inn

SESSION THEME: REALIZING CABLE'S POTENTIAL

Session Chairman, W, Bowman Cutter, Executive Director,
Cable vTelevisign Information Center

Villiam F. Mason, Technical Director, The MITRE Corporation
Paul Vischer, Assistant Group Executive, Hughes Aircraft Company
Ted Ledbetter, Preside.nt, Urban Communications Group

Amos B, Hostetter, President, Continental Cablevision

Henry Geller, Special Assistant to the Chairman, Federal
Communications Commission

Busses to Holiday Inn

COCKTAILS, HOLIDAY INN, SPONSORED BY THE NATIONAL
CABLE TELEVISION ASSOCIATICN



THURSDAY, OCTOBER 19TH

SESSION THEME: PROBLEMS AND ISSUES
VISUAL PRESENTATIONS

In the morning and again in the afternoon, two visual presentations were available for
viewing (these were shown concurrently with the workshops).

9:30 a. m.
and -
2:00 p. m.

10:30 a. m.
and
3:11 p.m.

9:00 - 12:00

Workshop 1)

Panelists:

Discussion of CPB's research efforts in broadband communications

by Philip Rubin, Director of Engineering, CPB, followed by a Cable
Television Film prepared by the Corporation for Public Broadcasting
(17 minutes),

A one-hour videotape of a simulated franchising game, with participants
that include an actual city official, state official, public interest repre-
sentatives, and a cable operator by the Cable Television Information
Center at a recent conference sponsored by them.,

MORNING WORKSHOPS

ECONOMICS AND FINANCING OF CABLE

Gary Weinberg, Senior Financial Analyst, Cable Television Information
Center, Moderator
xi



Wo rksh0p 2)

Panelists:

Workshop 3)

Panelists:

THURSDAY, OCTOBER 19TH (Continued)

Paul Kagan, Publisher, CABLECAST
John Annicelli, ILoeb, Rhoades & Company

Grant A. Wilson, Investment Officer, The John Hancock Mutual
Life Insurance Company

Lee Bertman, Member Technical Staff, The MITRE Corporation
Edwin Hooper, LVO Cable

%
PUBLIC OWNERSHIP: MYTH AND REALITY - C.-2ference Center

Winston Webster, Field Representative, Cable Telev.sion Infor-
mation Center, Moderator :

Dr. Otto Hetzel, Professor of Law, Wayne State University; Member,
Detroit Cable TV Study; Member, FCC Federal, State and Local
Advisory Committee :

Jerry Minford, City Manager of San Bruno, California
R{chard Loftus, President, Amvideo Corporation
John J. O'Neill, Associate Department Head, The MITRE Corporation

Douglas Jarvis, Metz and Jarvis Associates, Inc.

PROGRAMMING: COMMIUNITY AND LOCAL - Conference Center

Ralph Lee Smith,\iDivision Staff, The MITRE Corporafgion;‘Author,
""The Wired Nation, ' Moderator

xii



Workshop 4)

Panelists:

12:00 - 2:00

THURSDAY, OCTOBER 19TH (Continued)

Red Burns, Alternate Media Center

Henry D. Pearson, Jr., Director of Public Access Channels,
TelePrompTer Manhattan Cable TV

Doyle Dugans, Lessee, Channel 3, Flint Cable TV
Thea Sklover, Executive Director, Open Channel

John Gault, Vice President, American Television and Communications
Corporation

NEW PATTERNS OF MINORITY PARTICIPATION - Conference Center
Charles Tate, Senior Research Staff, Urban Institute, Moderator
Richard Austin, President, Citizens Cable Corporation, Dayton

Ed Lloyd, President, West Essex TV Company, Inc. ¢

Bill Wright, National Coordinator, Black Efforts for Soul in Television
Tony Calderon, Executive Director, Image Productions, Inc. 7

Mel Epstein, Director, Center for Community Economic Development

Jim Taylor, Watts Communications Bureau

LUNCH, Holiday Inn

xiii



2:00 - 5:00

Workshop 5)

Panelists:

Workshop 6)

Panelists:

THURSDAY, OCTOBER 19TH (Continued)
AFTERNOON WORKSHOPS

PROGRAMMING: COMMERCIAL SERVICES - Conference Center
Robert Peters, Stanford Research Institute, Moderator

Amos B, Hostetter, President, Continental Cablevision

Bobbie Weinberg, Executive Vice President, Good Communications

Alfred Stern, President and Chairman of the Board, TeleVision
Communications, Inc.

Frank Drendel, Operating Vice President, Cypress Communication
Television Corporation

Dore Schary, President, TheatreVisioN Corporation

Dr. Robert Durilop, RCA/EIE

» .
FEDERAL, STATE, AND LOCAL REGULATION OF CABLE - HOW AND WHY
John McGuire, Cable Television Information Center, Moderator

Jack Mayer, Deputy Director, Cable Television Bureau, Federal
Communications Ccmmission

Joseph W. Wholey, Chairman, Arlington County, Virginia, County
Board of Supervisors; Director of Program Evaluation Studies

xXiv



Workshop 7)

Panelists:

THURSDAY, OCTOBER 19TH (Continued)

Paul Wigoda, City Councilman, Commission on T raffic and Public
Safety, Chicago '

Marc B. Nathanson, Director of Corporate Development, Cypress
Communications Corporation \ ‘

Hyman Goldin, Mernber,\‘Massachusetts State Cable Commissici

PROGRAMMING: SOCIAL SERVICES - Conference Center

Carol Paquette, Member Technical Staff, The MITRE Corporation,
Moderator

Thomas G. Freebairn, Coordinator of Television Projects, Deafness
Research and Training Institute

Dr. Maxine Rockoff, Director, Medical Technical Unit, Health
Services and Mental Health Administration

Lita Colligan, Assistant to the Director of Office of Research and
Development, Department of Health, Education and Welfare

Al Seigel, Director, Environmental Factors and Public Utilities,
Department of Housing and Urban Development

Stan Gerendasy, Director of Applications, Cable Television
Infurmation Center

XV



Workshop 8)

Panelists:

5:00

6:00 - 8:00

THURSDAY, OCTOBER 19TH (Continued)

CABLE TECHNOLOGY FOR DECISION-MAKERS - Cqnference Center
Sid Polk, Subdepartment Head, The MITRE CorporatiobModerator
Viec Nicholson, Cable Television Information Center

John Sie, Technical Director, Jerrold Electronics Corporation

Rex A. Bradley, President, TeleCable Corporation

Gary L. Christensen, Hogan and Hartson

Early Monroe, Federal Communications Commission

Busses to Holiday Inn

COCKTAILS, HOLIDAY INN, SPONSORED BY THE MITRE CORPORATION

Xvi



9:00 - 12:00

9:00 - 10:30

10:30 - 10:45

10:45 - 12:30

12:30 - 2:30

2:30 - 5:00

Panelists:

FRIDAY, OCTOBER 20TH

SESSION THEME: CABLE'S FUTURE

" ssion Chairman: William F. Mason, Technical Director,
The MITRE Corporation

INTERACTIVE TELEVISION: A PRESENTATION AND DEMONSTRATION,
Kenneth J. Stetten, Department Head, Computer Systems, The MITRE
Corporation

COFFEE BREAK

BRINGING CABLE INTO THE CITIES, William Gorham, President,
The Urban Institute

LUNCH, Holiday Inn N

SESSSION THEME: GENERAL DISCUSSION AND SUMMARY

Session Chairman: Dr. John deMercado, Director of Communications
Planning, Canadian Government

Gary Weinberg, Senior Financial Analyst, Cable Television Information
Center

Winston Webster, Field Representative, Cable Television Information
Center

Ralph Lee Stith, Division Staff, The MITRE Corporation; Author,
"The Wired Nation''

xvii



5:00

FRIDAY, OCTOBER 20TH (Continued)

Charles Tate, Senior Research Staff, Urban Institute
Robert Peters, Stanford Research Institute

John McGuire, Deputy Director, Cabis Television Bureau, Federal
Communications Commission

Carol Paquette, Member Technical Staff, The MITRE Corporation
Sid Polk, Subdepartment Head, The MITRE Corporation

Busses to Holiday Inn

xviii



ATTENDEES

Richard Adler

Associate Director

Aspen Cable Workshop
Program on Communications
770 Welch Road

Palo Alto, Calif. 94305

Lee Afflerbach
The MITRE Corporation
McLean, Virginia 22101

Ben Alexander, Chairman
General Research Corp,.

P. O. Box 3587

Santa Barbara, Calif. 93105

Robert J. Alfton
Assistant City Attorney
City of Minneapolis

325 M, City Hall
Minneapolis, Minn., 55401

A. E. Alquist

Senator, California Legislature
777 North First Street

San Jose, Calif. 95112

xix

John P. Annicelli

Vice President

LLoeb, Rhoades & Co.
42 Wall Street

New York, N.Y. iC005

Jean-Claude Alterescc
Researcher, Uniw, cf Paris
c/o Kagdis & Cluxton

4203 Prince George Road
Baltimore, Md. 21216

Kristin P, Andzsrson
Administrative Assistant
Ford Foundaticn

320 E. 43rd Street

New York, N.Y. 10017

" La Nita Anderson

Oregon Journal
7235 S, W. 2nd Avenue
Portland, Oregon 97219

Gary Howard Arlen
Washington Bureau Manager
Paul Kagan Associates

Room 115, 1025 K Street, N, W,
Washington, D. C. 20006



Morton Aronson, Chairman

Massachusetts Community Antenna
Television Commission

c/o Grabill and Lay

10 Post Office Square

Boston, Masg,

Richard Austin, President
Citizens Cable Corporation
323 Salem Avenue, Suite 203
Dayton, Ohio 45406

David L, Bailey

Associate Technical Director
The MITRE Corporation
McLean, Virginia 22101

Prof. H. J, Barnett
Professor of Economics
Washington University
St. Louis, Mo. 63130

Patrick Barr

City Commissioner

City of Grand Rapids

City Hall, Monroe Avenue
Grand Rapids, Michigan

XX

Dave Bartlett

Director of Information
Montgomery County Government
100 South Perry Street
Rockville, Maryland 20850

Alexonder J. Bastos
Econornic Advisor
Office of the Mayor

City Hall, Room 216
Philadelphia, Pa. 21906

David J. Beecy

Director, Business Development
Public Management Services Dept.
Westinghouse Electric

Suite 805

1911 Jefferson Davis Highway
Arlington, Virginia

James E. Bell

Administrative Assistant
Office of the Mayor

City Hall

Atlanta, Georgia 30303



Michael Berkowitz

Marketing & Management Communi-
cations Consultant

Berkowitz & Assoc.

40 Mariposa Lane

Orinda, Calif. 94563

Lee Bertman
The MITRE Corporation
McLean, Virginia 22101

Robert Binswanger

Director Experiment Schools
National Institute of Education
Stop 600

Washington, D. C, 20202

Robert W, Bogen, Executive Director
Metropolitan Nashville Education Assoc.
1710 Hayes Street

Nashville, Tennessee 37203

Paul I. Bortz, Research Economist
University of Denver Research Institute
Industrial Economics Division

Denver, Colorado 80210

T. Philip Bourgeois
Official Court Reporter
Superior Court

Place de La Justice
Montreal, P.Q., Canada

J. H. Bowman, President
Comm/Scope Corp.

Box 489

Hickory, N.C, 28601

Rex A. Bradley

President

TeleCable Corporation

150 W. Brambleton Avenue
Norfolk, Virginia 23501

"Howard Bray

Senior Fellow

Academy for Contemporary Problems
Room 600, 1755 Mass. Avenue, NW
Washington, D, C., 20036

Lois Brown, President
Metrotel Communications, Inc,
1223 W, Jefferson Street
Philadelphia, Pa. 19122



Donald P. Buckelew

Director, Cable Group
Communications Media Research Lab.
Battelle-Columbus Laboratories

505 King Avenue

Columbus, Ohio

Warren Burkett .
Communications Correspondent
Business Week

Room 400, National Press Bldg.
Washington, D. C,

Red Burns

Executive Producer
Alternate Media Center
144 Bleecker Street
New York, N. Y., 10012

Ned Burr
The MITRIL Corporation
McLean, Virginia 22101

Brian Burroughs

Sr. Assistant, Corp. Counsel
City of Rochester

46 City Hall

Rochester, N,Y. 14623

xx1i

Don Bushnell

Watts Communications Bureau
1827 103rd Street

Los Angeles, California 90002

Art Bennett
The MITRE Corporation
McLean, Virginia 22101

Kathy Cade

Public Understanding of Science.
Program

American Association for the

Advancement of Science

1776 Massachusetts Avenue, N. W,

Washington, D. C. 20036

Tony Calderon

Executive Producer
IMAGE Productions

116 Broadway, Suite 622
San Antonio, Texas 78205

David M. Callahan, Owner
Communications Dynamics
6154 Gothwaite Drive
Centreville, Virginia 22020



Ali B. Cambel

Vice President

General Research Corp.
1501 Wilson Boulevard
Arlington, Virginia

Mrs. Edmund D. Campbell
Vice President GWETA, Inc.
Greater Washington Educational
Telecommunications Assoc,
3620 27th Street, South
Arlington, Virginia 22206

Harold J. Casto, President

Arlington Telecommunications Corp.

2030 16th Street, North
Arlington, Virginia 22201

Douglass Cater, Director

Aspen Program on Communications
and Society

770 Welch Road

Palo Alto, California 94305

Tony Cavataio
Deputy Chief, Rehabilitation &
Employability

HEW, Social & Rehabilitation Services
Room 5329, HEW-50, 4th & C Sts., SW

Washington, D. C, 20020

xxiii

Ken Chamberlain

Vice President/General Manager
Reston Tramsmission Co.

1870 Michael Faraday Drive
Reston, Virginia 22090

David V. Chapman, Jr.

Executive Assistant

Va. Public Telecommunications
Council

902 9th Street Office Building

Richmond, Virginia 23219

Eleanor éhelimsky
The MITRE Corporation
McLean, Virginia 22101

Forrest P. Chisman
Executive Assistant
Markle Foundation
Suite 940

50 Rockefeller Plaza
New York, N, Y. 10020

Gary L., Christensen

Hogan & Hartson

815 Connecticut Avenue, N, W,
Washington, D. C. 20006



Robert I.. Clark

General Manager
Continental Cablevision, Inc.
320 Essex Street

Lawrence, Mass. 01840

Anne T, Clarke

Chairman, Arlington County
Citizen's Advisory Committee
444] South First Place
Arlington, Virginia 22204

Barbara Cole

Specialist, ITV/Radio
State Dept. of Education
942 Lancaster Drive, N, E,
Salem, Oregon 97310

Lita Colligan

Telecom Coordinator
SRS/DHEW, Room 5033 South
330 C Street, S. W,
Washington, O. C. 20201

Fred Collopy

Communications Consultant

Media Resource Group & Urban League
3009 W, McMicken Avenue

Cincinnati, Ohio 45225

XX1v

Frank B. Connolly

Regional Planner

Windham Regional Planning Agency
33 Church Street

Willimantic, Conn., 06226

G. R. Conway, President
Erin Mills Cable Services
Unit 33

705 Progress Avenue
Scarborough, Ontario Canada

Elsworth P, Cooke, Jr.

Director Communications Planning
BETA |
1015 North Carolina Avénue, S. E.
Washington, D, C, 20003

Richard Bland Lee Creecy, Jr.
Policy Analyst

National League of Cities

U.S. Conference of Mayors
1612 K Street, N, W,
Washington, D. C,.

Cynthia Croce

Community Television Council of
Howard County

5205 Hesperus Drive

Columbia, Maryland 21044



W. Bowman Cutter

Executive Director

Cable Television Information Center
2100 M Street, N, W,

Washington, D, C. 20037

Dr. Charles R. Davis
Coordinator of Media Services
Fairfax County Schools

2855 Annandale Road

Falls Church, Va. 22042

Sidney W, Dean, Jr,

New York City: Office of
Telecommunications:
Advisory Comm.

27 Washington Square North

New York, N.Y. 10011

Nick DeMartino
CATYV Coordinator

Washington Community Video Ctr., Inc.

P. O. Box 3157
Washington, D, C, 20010

John deMercado, Director

Canadian Government, Dept. of
Communications

Room 819, 100 Metcalfe Street

Ottawa, Canada

XXV

H. M. Diambra, Consultant
Westinghouse Electric Corp.
11020 Oakwood Street

Silver Spring, Maryland 20901

Brian C. Doherty
Assistant to Director
Patrick House

Box 303, 8l York Street
Jersey City, New Jersey

Jack Dominitz

A ssociate Technical Director
The MITRE Corporation
McLean, Virginia 22101

H. S. Dordick

Director, Office of Telecommuni-
cations

City of New York

1307 Municipal Building

New York, N.Y, 100C7

Susan Downs

Consultant

HEW

4801 Bending Lane
Georgetown, D, C, 20007

After Dec. 1, 1972: 12371 Briones Way
Los Altos Hills,
Calif. 94022



Frank M, Drendel . Thomas L. Edwards

Vice President ' Supervisor of Public Utilities
Cypress Communication City of San Antonio

10880 Wilshire Blvd, P, O. Box 9066

West Los Angeles, Calif. San Antonio, Texas 78285
Doyle J. Dugans, Sr. Steven B. Edwins

President, Du-Rob Productions Inc. Assistant Professor

Flint Cable TV University of Kentucky

P. O. Box 3040 ' ‘ Pence Hall, College of Arch,
Flint, Michigan 48503 Lexington, Kentucky 40506
Robert A. Dunlop Frank R. Eldridge

RFD #3, Lake Katonah . The MITRE Corporation
Katonah, New York 10536 McLean, Virginia 22101
Howard Dunn 'George A. Engstrom
Director, Special Projects , Chief, Division of Research
Time Life Cable Communications ' Utilization

Time & Life Building Office of Research and Demonstrations
Rockefeller Center HEW

New York, N, Y. 10020 330 C Street, S. W,

Washington, D. C, 20001
Louis B, Early

Assistant to Vice President Mel Epstein

Corp. Affairs : Center for Community Economic
Communications Satellite Corp. Development

950 L'Enfant Plaza, S. W, 1878 Massachusetts Avenue
Washington, D, C, 20024 Cambridge, Mass, 02140

xxvi




Ann Erdman

Assistant to Director

Office of Telecommunications Policy
HEW, Room 5400

Washington, D, C. 20201

Dr. Amitai Etzioni, Director
Center for Policy Research
Columbia University

475 Riverside Drive

New York, N, Y. 10027

" Robert Everett
President

The MITRE Corporation
Bedford, Mass. 01730

sAartin A, Evers

OJM

Dayton-Miami Valley Consortium
32 N. Main Street

3rd National Bldg., Room 937
Dayton, Ohio 45459

Lance C. Finney

Specialist, Libracy Facilities
Maryland State Dept. of Education
P. O. Box 8717

Friendship International Airport
Baltimore, Md. 21240

ERIC

IToxt Provided by ERI

xxvii

Joe Fisher, Jr.

Senior Economist
Telecom Engineering, Inc.
5 Edison Avenue
Chesterfield, Mo, 63017

Robert H. Fisher
Assistant to City Manager
City of San Antonio

P. O. Box 9066

San Antonio, Texas

David H. Fiske

Special Assistant to Senator Schweiker

6221 New Senate Office Building
Washington, D, C, 20510

Rob Fleming

Program Assistant

Office of Telecommunications
U.S. Dept. of Commerce
1325 G Street, NW
Washington, D. C. 20005

F. Douglas Forbes

Manager, Video Systems & Products
Magnavox Research Labs

2829 Maricopa Street

Torrance, California 90274 _



<]

Frank Forbes

Administrative Assistant

City of Minneapolis

301-M City Hall =
Minneapolis, Minn, 55415

William F. Fore, Executive Director
Broadcasting and Film Commission
National Council of Churches

475 Riverside Drive

New York, N.Y., 10027

Tom Freebairn

Media Consultant

Deafness Research & Training Center
80 Washington Square, East

School of Education, NYU

New York, N,Y. 10003

Donald Friedman

Deputy Director/General Counsel
High Impact Anti-Crime Program
38 Halsey Street

Newark, New Jersey 07102

John Gault

Vice President

American Television and
Communications Corp.

1919 M Gtreet, N, W.

Washington, D, C. 20036

ERIC

IToxt Provided by ERI

xxviii

Henry Geller

Special Assistant to the Chairman
FCC

1919 M Street, N. W,

Washington, D, C. 20036

Stanley Gerendasy

Director of Applications
Cable TV Information Center
2100 M Street, N. W,
Washington, D. C. 20037

Bud Gibbs

Children's Television Workshop
1 Lincoln Plaza

New York, N.Y. 10023

Angelo Giordani
President

Arawak Consulting Corp.
167 East 86th Street

New York, N,Y. 10028

Harry R. Glixon
Consultant

General Research Corp.
Westgate Research Park
McLean, Virginia 22101



Everett F. Goldberg

Associate Professor of Law
Univ. of Maryland School of Law
500 W, BRaltimore Street
Baltimore, Maryland 21201

Peter R. Goldschmidt

Special Assistant to the President
University of California

1310 19th Street, N, W,
Wazrhington, D. C. 20036

Paula J. Gordon

Public Affairs Producer
WTIU Channel 30
Radio-Television Building
indiana University
Bloomington, Indianx 47401

William Gorham, President
The Urban Institute

2100 M Street, N. W,
Washington, D. C, 20037

Charles C, Grandy

Vice President, Washington Operations
The MITRE Corporation

McLean, Virginia 22101

xxix

Senator Mike Gravel
U.S. Congress
Senate Office Building
Wasshington, D.C,

John Greenberger
Assistant to the President
TheatreVision, Inc.

641 Lexington Avenue

New York, N.Y. 10021

Susan C, Greene

Urban Communications Group, Inc.
1730 M Street, N. W,
Washington, D, C. 20008

' Kenneth A, Griggs, Graduate Student

Boston University
53 University Road
Brookline, Mass. 02146

Howard Gutstadt, Director

Public Access Information Resources
and Survival Arts Media

595 Broacway

New York. N.Y, 10012



Elizabeth B. Hage

Director

Prince Georges County
Memorial Likrary

6532 Adelphi Road

Hyattsville, Maryland 20782

Russell E, Hamill, Jr.

Staff, County Executive
Montgomery County Government
County Office Building
Rockville, Maryland 20850

Mary E. Harman
The MITRE Corporation
McLean, Virginia 22101

Thomas Harney
Information Officer
Smithsonian Institution
Washington, D. C. 20560

Catherine Harrington-F¥lanagan

CATV Task Force Information
Services

American Friends Service Committee

160 N. 15th Street

Philadelphia, Pa. 19102

XXX

Robert G. Harwood
Manager, Development
AMP, Inc.

3705 Paxton Street
Harrisburg, Pa.

Earl W. Haydt

General Manager

Berks TV Cable Co. (ATC)
P. O, Box 107

Reading, Pa. 19603

Diane Henderson
The MITRE Corporation
McLean, Virginia 22101°

Fred A. Herman

Director of Program Development
City of Rochester

8 City Hall

Rochester, N,Y, 14614

Charles Hernandez

Vice President

League of United Latin American
Citizens

4230 37th Street, N, W,

Washington, 2, C, 20008



Professor Otic J. Hetzel
Wayne State University Law School
Detroit, Michigan 48202

Kermit E. Hill

City Manager

City of Rochester

8 City Hall

50 Broad Street
Rochester, N.Y. 14614

W. E. Himsworth
Analyst

Salomon Brothers

One New York Plaza

New York, N.Y. 10004

Ralph B, Hirsch

Association Professor of Urban
Planning

Drexel University

Urban Planning, Room 4-271

Philadelphia, Pa. 19104

L. M. Holt :
Regional Manager ",

General Electric Cablevision%o\rp.

4415 W, Harrison
Hillside, Illinois 60162

XXX1

Rolano S. Homet, Jr.
Attorney

Albert, Homet & Albert

1555 Connecticut Avenue, N, W,
Washington, D. C. 20036

Edwin A. Hopper

Vice President Finance & Treasurer
LVO Cable, Inc.

P. O. Box 3423

Tulsa, Oklahoma 74101

Harold E. Horn

Field Representative

Cable Television Information Center
The Urban Institute

2100 M Street, N. W,

Washington, D. C. 20037

A, B. Hostetter, Jr.
Executive Vice President
Continental Cablevision

54 Lewis Wharf

Boston, Massachusetts 02110

Tom Hoy

Director, Radio-TV Services

National Rural Electric
Cooperative Association

2000 Florida Avenue, N, W,

Washington, D. C. 20009



Lesia Iwasyk
Systems Analyst

Machine Applications Research Co.

P. O. Box 2053
Boulder, Colorado 80302

Lee F. Jackson

Administrative Assistant

City of Dallas

Management Services

Room 402, Municipal Bldg.
. Dallas, Texas 75201

" John F. Jacobs
Senior Vice President
Bedford Operations
The MITRE Corpor-iion
Bedford, Mass. 01730

Tom Z. James

Chief Engineer, Public Utilities
Department, City of Dallas

500 S. Ervay, Room 347-B

Dallas, Texas 75201

Richard P. Jameson

Coordinator, Cincinnati Cable
Task Force

University of Cincinnati

410 Zimmer Hall

University of Cincinnati

Cincinnati, Ohio 45221

ERIC

IToxt Provided by ERI

xxxii

Byron D. Jarvis

Metz & Jarvis Associates, Inc.
548 Street Road

Southhampton, Pa. 18966

Edward Johnson

Baltimore Review of Journalism
Cable T. V. Project

Antioch College

525 St. Paul Street

Baltimore, Maryland 21202

John Pawul Johnson
NCTA/Director Federal-State
Relations

918 16th Street, N, W,
Washington, D. C. 20006

Marvin H. Jones .
Communications Project Manager
AMP, Inc.

3705 Paxton Street

Harrisburg, Pa. 17105

Mary Justice

Program Analyst

Office of Economic Opportunity
1200 19th Street, N, W,

Room 1402-B

Washington, D, C. 20506



Paul Kagan

Publisher, CABLECAST
3930 Sally Lane

Oceanside, New York 11572

Dr. Herman Kahn
Director, Hudson Institute
Quaker Ridge Road
Croton-on-Hudson

New York, N.Y, 10520

Walter Kaitz

General Counsel & Executive
Secretary

California Community Television
Association

Suite 207, Walsh Center Bldg.

3137 Castro Valley Boulevard

Castro Valley, California 94546

Kas Kalba

Communications Planner
Minnesota Experimental City
128 Dudley Road

Newton, Massachusetts 02159

Lawrence W. Katz

Special Counsel

OEO Legal Services

1200 19th Street, N, W.,, Rm L-512
Washington, D, C, 20506

O

Brigitce L. Kenney

Assistant Professor

Graduate School of Library
Science

Drexel University

Philadelphia, Pa. 19104

Howard Kirshner

Associate Technical Director
The MITRE Corporation
McLean, Virginia 22101

David M. Kirstein

Attorney, Legal Aijid Society
of Liouisville

315 South 5th Street

Louisville, Kentucky 40402

Bruce J. Kittilson

Director for Instructional Media
St. Paul Public Schools

261 E. Fifth Street

St. Paul, Minnesota 55101

Arnold Klein

CATYV Access Consultant

Public Access Information Resources
3411 Flatlands Avenue

Brooklyn, New York 11234



F. G. Kline

Assistant Professor

Univ. of Michigan
Department of Journalism
2040 J, L.S. & A Building
Ann Arbor, Michigan 48104

William T. Knox

Director, National Techn'cal
Information Service

U.S. Dept. of Commerce

Room 3859

14th St., and Constitution Ave., N, W,

Washington, D, C, 20230

Fred K. Kramer

Executive Secretary

Consumer Protection & Public Utilities
4100 Chain Bridge Road

Fairfax, Virginia 22030

Jack Krauskopf, Director
Office of Newark Studies
972 Broad Street, Room 101
Newark, New Jersey 07102

George M. Krembs

Manager, CATV Program
IBM

2651 Strang Blvd.

Yorktown Heights, N.Y. 10536

xxxiv

Richard Krolik

Assistant to Chairman

House Subcommittee on Communi-
cations

Room 2470, Rayburn House Office

Building

Washington, D. C, 20515

Allan M. Kulakow

Consultant

Charles Kettering Foundation
8816 Hidden Hill Lane
Potomac, Maryland 20854

Kujaatele Kweli
Telecommunication Consultant
National Urban League, Inc,
Law and Consumer Protection
477 Madison Avenue, 17th Floor
New York, N. Y.

Calvin Kytle

President, Calvin Kytle
Associates, Inc,

1625 K Street, N, W,

Washington, D, C. 20006

Rodney Lay
The MITRE Corporation
McLean, Virginia 22101



Mancy Laws

Program Director

Fund for Multinational
Management Education

680 Park Avenue

New York, N.Y. 10021

Quentin Lawson

Mayor's Administrative Officer/
Education

City of Baltimore

City Hall

Baltimore, Maryland 21201

Ted Ledbetter, Jr.

President

Urban Communications Group
1730 M Street, N, W,, Suite 405
Washingtoa, D. C. 20036

Bruno Lefevre

Minnesota Experimental City,
Tufts University

18 Bowdoin Street

Cambridge, Mass. 02138

Darrell Lemke

Library Coordinator
Consortium of Universities
1717 Massachusetts Av., N, W,
Washington, D. C. 20036

ERIC

IToxt Provided by ERI

XXXV

Julius Leonhard

I.eonhard Telecommunications
Consultants

7520 Old Chester Road

Bethesda, Maryland 20034

Don Lesh

Vice President

Potomac Associates, Inc.
Suite 500, 1707 L Street, N. W,
Washington, D. C. 20036

Harvey J. Levin
Professor of Economics
Hofstra University

110 Kilburn Road

Garden City, N, Y. 11530

Charles I. Levine
Filmmaker

Filmmakers Co-op NYC
636 Brooklyn Avenue
Brooklyn, N, Y, 11203

Robert H. Lindsay

Staff Supervisor, Bell Canada
1050 Beaver Hall Hill
Montreal, Quebec, Canada



James A. Lippke

Editor, Broadband Communications

Report
274 Madison Avenue
New York, N.Y. 10016

Larry Liu

Research Analyst
HEW/OTP

Room 5400N

330 Independence Avenue
Washington, D, C, 20201

Paul Locher

Associate Technical Director
The MITRE Corporation
McLean, Virginia 22101

Richard W. Loftus
President, Amvideo Corp.
45 Newbury Street

Boston, Mass.

P. Thomas LoPiccolo II
Communications Consultant
Kennedy/Lee Inc.

RD #12 Hellam Branch
York, Pa. 17406

XXXV1

Helen B. Love

Community Programming Coordinator
Michigan Cable TV

202 E. Huron

Ann Arbor, Michigan 48108

Ed Loyd, President

West Essex Cable TV., Inz.
P. O. Box 844 '
Newark, New Jersey 07101

Bruce Lusignan
Consultant
D/HEW, Office of Telecommuni-
" cations Policy
Room 5400, 330 Independence Ave.
Washington, D, C. 20201

Royce Lyles

Director of Finance

City of Jacksonville

Room 1410, City Hall
Jacksonville, Florida 32202

S. Franklin Mack

Supervisor, Cable Information Services
Broadcasting & Film Commission
Room 852

475 Riverside Drive

New York, N.Y. 10027



G. E, MacDonald

Senior Associate

Wilbur Smith & Associates
2921 Telestar Court

Falls Church, Va. 22042

Bob Magness, President
Tele-Communications, Inc.
P. O, Box 10727
University Park Station
Denver, Colorado 80210

Sheila Mahony

Field Representative

Cable Television Information Center
2100 M Street, N. W,

Washington, D.C. 20037

Brian Malone

Reporter

Grand Rapids Press

Press Plaza

Vanderberg Center

Grand Rapids, Mich. 49502

Seymour Mandelbaum

Associate Professor

University of Pennsylvania

Dept. of City & Regional Planning
Philadelphia, Pa. 19104

O

xxXxvii

Noah Mandell

Boston University Law School
16 Royce Road

Allston, Massachusetts

Jack Mann, Vice President
Cypress Com. Corp. of Okla.
570 First National Center
Oklahoma City, Oklahoma 73102

Victor Margolin

Communications Consultant

Representing Agency for
Intl, Development

1748 N Street, N. W,

Washington, D. C. 20036

Sema Marks
University Director of Research
Computing :

’City University of New York

535 East 80th Street, 7th Floor
New York, N,Y. 10021

Eileen Tulipan Martini’

Legal Aide to the Mayor

City Hall

Jersey City, New Jersey 07306



Robert W. Mason

Deputy Assistant Secretary
Smithsonian Institution
1000 Jefferson Drive, S. W,
Washington, D,C, 20560

William F. Mason
Technical Director
Systems Development
The MITRE Corporation
McLean, Virginia 22101

Jack Mayer

Cable Television Bureau, FCC
1919 M Street, N. W,
Washington, D.C. 20554

Connie McCready

City Commissioner (Public Utilities)
City of Portland

City Hall

Portland, Oregon 97201

John McGuire

Cable Television Information Center
2100 M Street, N, W,

Washington, D.C., 20037

XXXV 1iil

Kennon McKee
City of Portland
2828 S, W, Fairview Boulevard

. Portland, Oregon 97201

Francis G. McKenna
Renouf, McKenna, & Polivy
1526 18th Street, N, W,
Washington, D.C. 20036

Gene McLeod

Council Auditor

City of Jacksonville

Room 1103, City Hall

220 E, Bay Street
Jacksonville, Florida 32202

Tom McPhail
The MITRE Corporation
McLean, Virginia 22101

Arthur Melmed

National Science Foundation
1800 G Street, N, W,
Washington, D.C. 20550

William H. Melody

Associate Professcor

University of Pennsylvania
Annenberg School of Communications
3620 Walnut Street

Philadelphia, Pa. 19104



Creighton E. Mershon
Special Assistant to the Mayor
City of Louisville

Mayor's Office, City Hall
Louisville, Kentucky 40402

Edward W. Messinger

Director of Communications

City of Portland

Bureau of Communications &
Electronics .

1130 S. W. 17th

Portland, Oregon 97205

Norman Metzger

Assistant Director Communications

American Association for the
Advancement of Science

1776 Massachusetts Avenue, N. W,

Washington, D, C. 20036

James Michaux

Washington Representative
Federated Department Stores
777 14th Street, N. W,
Washington, D.C., 20005

XXX1XK

Susan Midwood

Communications Departinent
American Association for the
Advancement of Science

1776 Massachusetts Avenue, N, W,
Washington, D.C. 20036

George M, Miller

Cable Coordinator

Bedford Stuyvesant Restoration
Corp.

1368 Fulton Street

Brooklyn, N.Y, 11216

Gerald Minford, City Manager
City of San Bruno

567 E1 Camino Real

San Bruno, California 94066

Michael Molenda

Assistant Professor, Indiana Univ.
Audio-Visual Center

Bloomington, Indiana 47401

Larry Molumby

Coordinator, Community Library
Service

D.C. Public Library, Room 422

901 G Street, N. W,

- Washington, D, C, 20001



John H. Monahan

Technical Director

The MITRE Corporation
Bedford, Massachusetts 01730

Early Monroe

Federal Communications Commissicn
1919 M Street, N. W., Room 430
Washington, D.C. 20534

Darrel J. Monson

Director, Instructional Services
Brigham Young University

243 HRCB, BYU

Provo, Utah 84601

Robert Moore

Director, Program Productiou &
Management

Community Video Center

1411 K Street, N.W,, Suite 1100

Washington, D.C. 20005

William D. Moore

Study Project Director

City of Jacksonville

1300 City Hall

Jacksonville, Florida 32202

xl

Lloyd Morrisett, President ~_
Markle Foundation

50 Rockefeller Plaza

New York, N.Y. 10020

Jacqueline B, Morse

Vice President, Washington
Communications Publishing Corp.
1737 DeSales Street, N.W., #400
Washington, D.C. 20036

Jessie Muse

Professional Associate - CATV
National Education Association
1201 16th Street, N, W,
Washington, D.C., 20036

Shafeek Nader .

American Association of Community
Junior Colleges

Suite 410, One Dupont Circle

Washington, D.C. 20036

Marc Nathanson

Director of Corporate Development
Cypress Communications Corp.
10880 Wilshire Blvd. _

Los Angeles, California 90024



Michael D. Neben Joseph T. Nocerino

Chief, Technology Systems The MITRE Corporation
National Center for Educational McLean, Virginia 22101
Technology

U.S. Office of Education Allen S, Norris
Washingtoii, D.C, 20202 Coordinator, Media Services to

Educational Technology
Herman Neugass Arlington Public Schools
Director 1426 N. Quincy Street
Mayor's Economic Development ‘ Arlington, Virginia 22207

Committee

1717 Massachusetts Ave., N, W, Loretta Nowakowski
Suite 704 Principal Investigator
Washington, D.C. 20036 Georgetown University

3700 Reservoir Road
Paul Neuwirth - Washington, D. C. 20007
The MITRE Corporation
McLean, Virginia 22101 David Nuell, Producer

: NBC News
Robert W. Newlon 4001 Nebraska Avenue, N, W,
Director, Dept. of Public Utilities Washington, D.C. 20016
City of Columbus
City Hall Professor Anthony G. Oettinger
Columbus, Ohio 43215 Aiken Computation Laboratory
’ Harvard University

Vic Nicholson, Staff Engineer Cambridge, Mass. 02138

Cable Television Information Center
" 2100 M Street, N, W,
Washington, D.C, 20037

x1i




Robert O'Neal

Communication Specialist

Residential Neighborhood Community
A ssociation

1515 Central Parkway

Cincinnati, Ohio 45214

Jack O'Neill
The MITRE Corporation
McLean, Virginia 22101

Joe Orndorff :

Director of Community Services

Davton-Miami V:lley Consortium
of Universit.es

32 N, Main Street, #937

Dayton, Ohio 45402

Phyllis Oster

Cable Television Information Center
2100 M Street, N, W,

Washington, D.C., 20037

Carol Oughton

Assistant to Executive Director
Cable Television Information Center
2100 M Street, N. W,

Washington, D.C, 20037

xlidi

Daniel T. Owen

Director of Special Projects
KERA-TV :

3000 Harry Hines Blvd.
Dallas, Texas 75201

William N, Papian

Visiting Scientist

HSMHA - HEW

5600 Fishers Lane
Rockville, Maryland 20852

Carol A, Paquette
The MITRE Corporation
McLean, Virginia 22101

F, H. Patrick

Staff Associate

Consortium of Universities

1717 Massachusetts Ave., N, W, #401
Washington, 5. . 20036

Henry D, Pearson, Jr.

Assistant General Manager
Teleprompter Manhattan Cable TV
529 W. 207 Street

New York, N.Y, 10034



i

Arthur A, Peltz Rev. Ralph W, Pitman
Sr. Communication Special. .. Communications Consultant
U.S. Community Relations Service Diocese of Pennsylvania
Department of Justice ‘ 202 West Rittenhouse Square
Washington, D.C. 20530 Philadelphia, Pa. 19103
Robert W, Peters Sidney Polk
Program Manager _ The MITRE Corporation
Stanford Research Institute McLean, Virginia 22101
333 Ravenswood Avenue
Menlo Park, California 94025 _ ‘William G. Polk

. _ - ' HUD Intern/Graduate Student
P. Thomas Piccolo MIT/Mass. Cable Comm.
Communications Assoc. 46 Bigelow Street
Diocese of Pennsylvania Cambridge, Mass. 02139
RO #12, Hellam Branch
York, Pennsylvania 17406 Delmer C. Ports

Vice President - Engineering

Carl Pilnick, President National Cable Television Assoc.
Telecommunications Management Corp. 918 16th Street, N. W,
1900 Avenue of the Stars, North 2630 Washington, D.C, 20006

Los Angeles, California 90067 4
Robert C. Powell

I.ois P. Pincus, Director - Chief, Telecommunication Analysis
Cable TV Study Committee . Division

5229 Cass Avenue Office of Telecommunications
Detroit, Michigan 48202 U.S. Dept. of Commerce

1325 G Street, N. W,
Washington, D,C, 20005

x1liidi




Robert S. Powers Domingo Nick Reyes

Special Assistant for Urban Telecommuni- Executive Director
cations ‘ The National Mexican American
Office of Telecommunications . _Anti-Defamation Committee, Inc.
U.S. Dept. of Commerce 1605 Connecticue Ave., N, W, 2nd Floor
1325 G Street, N. W, Washington, D.C. 20009

Washsngton, D.C. 20005 _
May Jane Rhodes

Dr. Michel C. Progent Assistant to the Director
_Assistant Chief Industrial Division Council of Organizations Serving
French Embassy ' the Deaf

1100 Connecticut Ave., Suite 620 Wilde Lake Village Green
Washington, D, C. 20036 Columbia, Maryland 21044
Harley W. Radin W. D. Richards

Senior Professional Staff Deputy Director, Office of
International Research & Communication -
Technology Corporation ' United Church of Christ
1225 Connecticut Ave., N. W, 289-Park Avenue, South
Washington, D.C. 20036 ' New York, N.Y. 10010

Glenn Ralston , Maurice Rifkin

Editor : : National Academy of Sciences
Urban Telecommunications Forum 2101 Constitution Ave., N, W,
276 Riverside Drive : e Washington, D,C. 20418

New York, N, Y., 10025

xIliv




Leon T. Ritchie
Development Engineer
AMP, Inc.

3705 Paxton Street
Harrisburg, Pa. 17105

Maxine L. Rockoff

Chief, Logistics Unit

Health Care Tzchnology Division
National Center for Mealth Services
Research and Development
‘NCHSRD :

5600 Fishers Lane

Rockville, Maryland 20852

Joseph D. Romasco
Director of Marketing
Jerrold Electronics Corp.
401 Walnut Street
Philadelphia, Pa. 19105

David Rosenbaum
The MITRE Corporation
McLean, Virginia 22101

Richard Ross

Program Development Specialist
USIA

1776 Pennsvlvania Avenue, N, W,
Washington, D,C., 20547

xlv

Philip Rubin

Director of Engineering

Corporation for Public Broadcasting
888 16th Street, N.W.

Washington, D.C. 20006

Antonio Pedro Ruiz
Associate Director, Office of
Communication Policy

La Causa Comun, Inc.

1424 16th Street, N, W,
Washington, D.C. 20006

Vincent Sardella

Manager, Broadband Communications
Studies

Office of Telecommunications Policy

Executive Office of the President

1800 G Street, N, W,

Washington, D,C. 20504

Lelia B. Saunders

Ascistant Director

Arlington County Department
of Libraries

1015 N, Quincy Street

Arlington, Virginia 22201



Madeleine B, Schaller

Staff Attorney

Metropolitan Washington Council
of Governments

Suite 201

1225 Connecticut Avenue, N. W,
Washington, D.C, 20036"

Dore Schary

President, TheatreVision, Inc.
641 Lexington Avenue

New York, N,Y. 10021

Marty Scholl
The MITRE Corporation
McLean, Virginia 22101

Sandra Schulberg
Assistant to Thea Sklover
Cpen Channel

220 W, 42nd Street

New York, N,Y. 10036

Dr. Richard C. Schwaiger
City Commissioner

815 W, Bridge Street
Grand Rapids, Michigan

xlvi

Duane Searles

Assistant County Attorney
Fairfax County

Office of County Attorney
4100 Chain Bridge Road

Fairfax, Virginia

Al Seigel, Director
Environmental Factors & Public
Utilities ’
Dept. of Housing and Urban Develop- -
ment
451 7th Street, S.W., Room 4212
Washingcon, D, C. 20410

Willis A, Selden

Chief, Communications
Community Rel-.tions Service
U.S. Department of Justice
Washingten, D.C, 20530

Nugent S. Sharp

Consulting Engineer to Telzcommuni-
cations Management

1500 Massachusetts Avenue, N, W,

Washington, D.C, 20005

John Shay
The MITRE Corporation
Bedford, Mass, 01730



Leonard S. Sheingold
Consultant

156 Highland Avenue
Newtonville, Mass. 02160

Allen Shinn

Program Manager

National Science Foundation
Washington, D.C. 20550

Rubin Shulik

Technical Information Specialist
National Library of Medicine
8600 Rockville Pike

Bethesda, Maryland 20014

Thomas R, Shworles

Assistant Research Professor of
Medicine

George Washington University

Burns Clinic Building

2150 Pennsylvania Ave., N, W. Rm 364

Washington, D, C., 20037

John J, Sie

Division Manager, Terminal System Div,
Jerrold Electronics

401 Walnut Street

Philadelphia, Pa.

xlvii

S. Fred Singer, Professor
University of Virginia
Brooks Hall
Charlottesville, Virginia

Friend Skinner
The MITRE Corporation
McLean, Virginia 22101

Thea Sklover

Executive Director

Open Channel

220 W, 42nd Street. Rm. 1603
New York, N.Y. 10036

Archie Smith, Chairman

Rhode Island Public Utilities Comm,
P. O. Box 2471

Providence, Rhode Island 02906

Lawrence M, Smith

. GTE Laboratories

40 Sylvan Road
Waltham, Mass. 02154

Ralph Lee Smith
The MITRE Corporation
McLean, Virginia 22101



Robert D, Smith

Vice President and General Mgr.
WNVT/Channel 53

8325 Little River Turnpike
Annandale, Virginia 22003

Sydney L. Smith

Chairman, CATV Task Force
Metro Nashville Educational Assoc.
4100 Duter Drive

Nashville, Tennessee 37204

William H. Smith,Consultant
N.C.T.A.

918 16th Street, N, W,
Washington, D.C, 20006

Paula Span

Assistant to Director of Information
Cable TV Information Center

2100 M Street, N, W,

Washington, D.C, 20037

Verone Sparkes

Instructor, Indiana University
Radio-TV Department
Bloomington, Indiana 47401

xlviii

Jeffrey Stamps
Whitewood Stamps

P. O. Box 141

W. Newton, Mass. 02165

Robert L. Steiner, Consultant
The Wilder Foundation

319 E. 8th Street

Cincinnati, Ohio 45202

Robert A, Stengel

Director of Public Affairs
National Cable Television Assoc.
918 16th Street, N. W, o
Washington, D.C, 20006

Dr. Christopher H, Sterling

Assistant Professor of Communications

Temple University and Journal of
Broadcasting

Journal of Broadcasting, Temple Univ,

Philadelphia, Pennsylvania 19122

Alfred Stern

President and Chairman of the Board
TeleVision Communications Inc.

45 Rockefeller Plaza, Room 2358
New York, N.Y. 10020



K. J. Stetten
The MITRE Corporation
McLean, Virginia 22101

Richard A. Stone

Assistant to the President
Intelcom Industries

1652 Kaiser Avenue

Santa Ana, California 92705

Ronnie J. Straw

Director, Research & Development
Department

CWA :

1925 K Street, N. W,

Washington, D.C. 20006

Rev., Patrick J, Sullivan, S. J.

Director, Division for Film &

Broadcasting, U.S. Catholic
Conference

Suite 4200, Chrysler Bldg.

New York, N. W, 10017

John Summers
The MITRE Corporation
McLean, Virginia 22101

x1lix

Robert H. Summers

Supervisor, Audiovisual Services
Fairfax County Schools

2855 Annandale Road

Falls Church, Va. 22042

Sherry A. Suttles

Assistant Director, Management

Development Center

International City Management
Association -

1140 Connecticut Ave., N. W,

Suite 201

Washington, D.C. 20036

Robert D. Swensen

Manager for Operational Development
COMSAT

950 L'Enfant Plaza, S.W.
Washington, D.C., 20024

Charles Tate .
Senior Research Staff
Urban Institute

2100 M Street, N. W,
Washington, D, C. 20037



Jim Taylor, Executive Director Ronald Uhl

Mafundi Institute - Watt Director of Educational
Communication : Communications

1827 E, 103rd Street Prince Georges County Board of

Los Angeles, California 90002 Education
Instructional Services Center

Thomas C. Teeples, Chairman ‘ Upper Marlboro, Maryland

Technology Advisory Council

Arlington School Board Henry Urrows, Editor

2313 S, Buchanan Street Educational Television, ETV

Arlington, Virginia 22206 Newsletter Cablecasting
6251 Old Dominion Drive

J. D. Thomas McLean, Virginia 22101

Research Coordinator

Radical Software Ronald F. Virostek

Cable TV Project - Antioch College The MITRE Corporation

525 St. Paul McLean, Virginia 22101

Baltimore, Maryland 21202
Paul Vischer

Frederick V., Titus Assistant Group Executive
City Planner Hughes Aircraft Co.
Baltimore City Dept. of Planning El Segundo, California 90245
222 E, Saratoga Street, 8th Floor ’
Baltimore, Maryland 21201 ) John Volk

The MITRE Corporation
Victor Toth : McLean, Virginia 22101

Policy Analyst

Office of Telecommunications
1325 G Street, N, W,
Washington, D,C, 22030

. ERIC

IToxt Provided by ERI



Robert von Buelow

Manager, Data Products Development

Aerojet Electro Systems Co.
1100 Hollyvale Strzet
Azusa, California 91702

Everett A, Waldo

Community Development Specialist
U.S. Commission on Civil Rights
1121 Vermont Avenue, N, W,
Washington, D.C, 20425

John Walsh

Assistant County Attorney
Montgomery County, Md.
County Office Building
Rockville, Maryland 20850

Sylvane Walters

General Manager & Vice President
Erin Mills Cable Services

Unit 33

705 Progress Avenue
Scarborough, Ontario, Canadu

Johr: Wandless

Director of Operations

Black Economic Union

2502 Prospect Street

Kansas City, Missouri 64127

1i

iirhard N, Ward

Associate City Counselor
City of Kansas City, Mo.
2800 City Hall '
Kansas City, Missouri 64106

Winston R. Webster

Field Service Representative

Cable Television Information Center
Suite 412

2100 M Street, N. W,

Washington, D.C. 20037

| Robert E. Weiblen, President

Household Data Services
1870 Farady Drive
Reston, Virginia 22070

Gary Weinberg

Senior Financial Analyst

Cable Television Information Center
2100 M Street, N. W,

Washington, D.C. 20037

Roberta Weinberg

Executive Vice President

Good Communications, Inc.

1845 Walnut Street

Philadelphia, Pennsylvania 19103



Mitzi Wertheim
Executive Associate
Cafritz Foundation

3685 Upton Street, N, W,
Washington, D, C,

" Frank White

Foundation 70 ’
Box 141

W. Newton, Mass, 02165

Peter B. White

Research Assistant

Educational Policy Research Center
Syracuse University Research Corp.
1206 Harrison Street

Syracuse, New York 13210

Joseph S. Wholey, Chairman
Arlington County Board of Supervisors
County Courthouse

Arlington, Virginia 22201

C. Lynn Wickwire

Chairman, Governor's Task Force on
CATV

New York State :

Executive Chamber, State Capitol

Albany, New York 12224

1lii

Gary Wigoda, Student

George Washington University
2119 H Street, N,W., Rm. 305
Washington, D.C, 20006

Paul T. Wigoda, Alderman

- City of Chicago

Room 306, City Hall
Chicago, Illinois 60602

Tom Will, Program Analyst
Office of Telecommunications
Dept. of Commerce

1325 G Street, N. W,
Washington, D.C.

Snowden A, Williams

Associate Director

Office of New Communities
Development

HUD

45] 7tk Street, S, W,

Washington, D.C., 20410

Grant Wilson

Investment Officer

John Hancock Mutual Life Ins, Co,
200 Berkley Street

Boston, Massachusetts 02117



-Jerome Wolosenko

Program Planner

New York City Bureau of the Budget
Room 1326 N. Municipal Building
New York, N.-Y.

Jacqueline Woods
Legislative Research
Open Channel

220 West 42nd Street
New York, N, Y, 10036

William Woodward

Associate Technical Director

The MITRE Corporation

McLean, Virginia 22101 ‘

Wallace P, Wormley, Graduate Student

Department of Psychology & Social
Relations '

William James Hall, #820

Harvard University

Cambridge, Mass. 02138

William D. Wright

Director BEST

Black Lfforts for Soul in Television
1015 N, Carolina Avenue
Washington, D.C. 20003

— J U U VO

liii

Francis L, Young

Project Director

National League of Cities
U.S. Conference of Mayors
1612 K Street, N. W, -
Washington, D.C. 20006

J. Earl Young

- Assistant Director - Community

High Impact Anti-Crime Program
38 Halsey Street
Newark, New Jersey 07102

C. A, Zraket

Senior Vice President
Washington Operations
The MITRE-Corporation

‘McLean, Virginia 22101
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MR. WEINBERG: My name is Gary Weinberg and I am with the Cable Television Information

Center.

Ay

The panel, today, is to discuss the economics and finance of Cable Syi.stlbems from present
day through, I guess, 1980, a ten year planning horizon. We have a panel today, with the except-
ion of one member who is probably delayed on the way in from the airport, that covers a wide
range of interests and knowledge. We run from security analysts and-publishex_'s, P.aul Kagan;
raunicipal banking people; person, singuiar; Vice-President of Finance from LVO Cable, which
is Edwin Hooper, down at the end. We have Lee Bertman and myself representing the non profit |
view of Cable or the research view, and when Grant Wilson comes here; Grant is from John
Hancock, he is Investment Officer, who loans money to Cable Systems, and so we have, as I
said the wide range of interests and views on Cable economics and we-ha'_d kind of a charge from

the panel yesterday to examine a wide ranging series of questions. Hopefully, we will not

resolve of course, but, we might at least make some comments upon.

They are interrelated. The first is the whole question of '"City MSO Relationsnips"
which is ""What can cities ask for?" "What should they ask for? " "How does their asking or not
asking affect profitability? " and "How does one make trade-offs and negotiate till one reaches

a realistic and reasonable agreement between the City and MSO? "

The second, tied into it, of course, is the question of profitability -- profitability for
current systems; profitability for systems that will be built in the next five to ten years, and

maybe briefly touching upon profitability of loﬁg run systems, which might include two-way and
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interactive systems. ''What does the picture for profitability look like today"? and if it's bleak
or dismal, "How are the operators going to find ways of increasing revenues? " and if we have
some time, I would like to get on to some ways of raising money with the possibility of, if there
exists, capital ré.tioning in the industry, or in the market, and in terms of ways of raising money,
also examine the question of ”Altefpative ownership patterns' and '"Joint Ventures", for example,
municipal bonding, municipal ownership, maybe some joirit agreements between cities and MSOs,

perhaps the whole area of Industrial Development Bonds,

I would like to keep each of the speeches short in the hope that the question and answer
period might be more productive, in the long run. My first speaker will be Paul Kagan, Publisher

of the Cablecast and a Security Analyst.

MR, KAGAN: Thank you, Gary. Before I give my talk, I would like to explain, a little bit, about
why I decided to concentrate on the subject that I am going to be talking about, this morning. It's
a popular subject, when discussing Cable TV, Economics and Finance, to concentrate on the
capital intensiveness of the industry and talk about "how much money is going to be needed'' and
""'where that money is going to come from' and this pops up on Economic seminars constantly,
and is probably far over done, because there is a call it a game if you want, tfla.t is’ia.la.yed in the
financial community. It is played .n any area in which negotiations are involved, for instance,
the financial community in charge of the people respoﬁsible for raising financing who obviously

are trying to raise this financing at a reasonable price, for those who are putting u-p the money.




The people who are trying to raise the money for operations, the companies themselves, are
trying to give up as little as they possibly can in order to get that money. And you have, therefore,
adversaries; the man with 10 million dollars who wants to invest it in a CATV system and a system

operator who needs the 10 million dollars. ~They are adversaries at the early stage of the game.

' The man with the 10 million dollars is trying to tell the cable system operator that he has
absﬁolutely no property worth anything at all, and he will do him a big favor by lending him the
money, or buying his sfock. And the man with the cable system insists that it is an extremely
valuable property and, fherefore, he can sell only 10% of it for 10 million dollars. At this point,
there is a very real reason why the man with the money believes that money is very/,,,hiard for the
cable operator to find, and understanding this is a very important thing, when you .al.re\'ih"a

financing era, that we are in.

I came to the conclusion, a couple of years ago, which I wrote about at the time, and
which has worked out pretty well, that no matter how the negc;tié.tions would work out, the money
and the cable operators would come together, at which point their compromi:s'e-‘wo.uld,- of-course,
be a question that would have to do with the genei-al economics in the country, in.part,, as well
as certain technological developments, but basically, they would come togeth‘er; And jusf at the
time that a new wave of’worry began to develop this year about where the money ‘was going to
come from, I came out and published a report that said money is no longer the problem and it is
a misplaced concern in the sense that there is a tremendous number of new sources for capital

financing that has become available, that it is easier for Cable systems to borrow. I mentioned




this at thég_’NCTA convention in May, dnd that a lot of the Cable companies, the MSOs had re-
financed, in the past couple of years, during this harangue about where the money was going to
come from. And now, between the internal cash flow they were now generating and the néw lines
of credit they were now arranging, and the better hopes of the eéonomy, as we come out of the
recession of '69 and '70, that I was not going to be spending as much time worrying about where

the money was going to come from, but what everybody was going todo with it, when it all emerged.

And that brings me up to the topic of my talk today which is a discussion of the economics
of the CATV system in the context of the entertainment framework that Iﬁtﬂhink is going.to have to
be considered in order for Cable to move ahead in the large cities in the next few years. I am not
looking ten years out now. I am looking at building the systém in the next couple of years and

having it pay as soon as possible because that is a reasonable economic expectation.
Lo & »

I understand that yesterday a gentleman from the Hughes interests discussed here the
kind of negative attitude toward certain aspects of paid TV and I am going to give you the opposite

approach.

To begin with, CATV economics require an understanding of regional economic geography
because you have to know where people live, how much money they have to spend and what they
spend it on. We are going to see the cable industry learn to relate the expenditure on CATV
service to the families' entertainment and recreation budgets, and it is not going to be easy for
the industry to db this because of a historical prejudice the industry has toward the money being

paid for its service.




Let me explain, It used to coét 50 dollars to hook up 2 home for cable service. You got
that back in installation chargés immediatel'y, and you then charged 5 dollars a month forever,
and you didn't have to relate to anybody or anything. That was what they called the ''golden goose'",
but today, it costs closex; to one hundred and fifty dollars to hook up a home, and you waive the
installation charge in order to make the sale, and then you have to charge more than five dollars
a month, if ygu can, in order to make your investment pay off. And you must relate these charges
to other consumer expenditures because you are now in a competitive environment where people

can spend their money on other services.

Remember, in the original towns, where you were able to construct a cable subscriber
for 50 dollars, and charge him 50 dollars to hook up. The reason you could do that was because
that was all there Was to do in that town and people wanted to do that badly. So for the moment,
let's forget about selling that .conventional kind of cable service where all you are bringing in is
a channel, better reception of a channel, because in the larger cities that we're lookihg at now,
reception of TV service is not the reason that a man hooks up unless he worries about his antenna

blowing down and that's only a minority of the people.

The real purpose of providing cable service, in the larger metropolitan areas, from an
entrepreneurial point of view, is to increase the channel choice and offer new entertainment options.
Now, when you approach this con'ce'l:)t of evaluating and investing in a CATV system on this basis,
you can approach it with a pessimistic notion that you can't sell this and you can't get that. When

you redirect the approach to the positive notion of '""how can I get my price for the unique service




that I am about to deliver, ''you begin to see where the reality of cable systems in a large city
begins in the next few years and let me make an important point at this stage of the game. If‘

you approach cable television as a government entity, as a government operator, without a real
concern for what I call the ""bottom Iine', you can't get a true picture of the economics of Cable.
The reason is that in this country, we pérmit our governments, Federal, state and local, to
enjoy ""hedonistic'' pleasures of deficit spending, the kind which you never see in the business
community. The governinent doesn't file bankruptcy if it has a problem. It just degrades its
currency and speeds up the printing press, and therefore, the parameter under which it operates

is different from private business.

When I talk about the economics of CATV, [ talk about running a profit making enterprise
in whih the operator of the system is entitled to his margin of profit just as any manufacturer
of automobiles or partner in a brokerage firm or a grocer in a corner store. So with those ;ﬁoints

in minc, let's go back to the consumer at home and find out, first, where he lives.

According to the latest census, the nation's top fifty cities contain about 20% of the entire
popuiation, but the suburbs that immediately surround them contain more than 25% of the entire
populition in the metropolitan areas they serve. The census also shows that for the first time
in history people are going to work at more jobs in suburbs than in the center of the city. We
are even seeing an increase in reverse commuting in which people who live in the city go to

work daily in the suburbs.




One of the things that thé statistics point to is a new relatiornship between consumers living
in the suburbs and their going out habits. The concept of going down town is very nearly passe for
most suburban adults. The mushrooming of suburban arenas and‘theaters has effectively reduced
most center city attractions to a marginal operation. One spin-off result is that the modern
consumer is accustomed to having the attraction brought to him rather than his having to travel

very far to get it.

I you add to this fact, what inflation has done to ticket prices, you get the following image;
in order to see a show, starring a top comedian and a top vocalist, in a suburban theater like
"Wesbury Music Fair' in Long Island or ""Shady Grove' in the suburbs of Washington, a man and
a worrian may pay 10 to 15 dollars for tickets, 5 dollars for after theatre snacks, and maybe 5
dollars for a babysitter, and an unknown amount attributed to wear and tear on the family car,
and on the nerves, while getting in and out of crowded parking lots. If the couple does this only
once a month, it means it's budgeting 5 to 6 dollars a week for its. entertainment, and perhaps

it will always want to do this.

But, perhaps, if given a choice, the family might be willing to spend less to see more
entertainment under more comfortable conditions. Most likely the new home entertainment
rinedium that CATV could deliver Qould‘ not totally replace the current mode, just as TV didn't
obsolete either radio or the motion picture theater. So this ‘brings us to the crucial question
concerning cable television econornics. If cable is to co-exist with other entertainment media,

how much of the family's entertainment budget can it expect to slice out, and what impact will




it have on the entertainment budget, itself? I'm inclined to think it will provide an incremental
revenue boost to the intertainment industry and this iz the question, there is no doubt about it;

""how much will the family spend on entertainment and how much of that budget will be spent on
entertainrﬁent at home? ' If we know the answer, we will also know how much can rightfully

be invested in the modern cable delivery system.

Suppose, for example, the family will spend 10 dollarc a month on the entertainment at
home part, and we know that the operator is entitled to a 10% profit. We then know that the
system will generate 12 dollars per year, per subscriber, in profits, and if it cost 150 dollars
to hook up that home, the system will make an 8% return on investment annually. What's
important here, at this point, is not the numbers that [ just said, because you can work them
around in a lot of differenc ways. What is important is that the subject must be reduced to

these terms to have a valid discussion of the economics of the Cable TV system. Thank you.

MR, WEINBERG: I would like to kind of jump around the panel a bit. The next speaker I would
like to have is Edwin Hooper, to give us some perspective, I hope, of what the industry is

what the MSO is attempting to do, and how they see their problems coming up in the future.’

MR. HOOPER: Thank you, Gary. There is a great line in the play '""Zorba the Greek!' which
"I enjoyed and I related to quite a few times since I saw it. You may recall that the ''sweetheart"
of the star of the play is on her death bed and they have, in the scene, a number of, I believe

they are professional mourners. In other words, they nire the people to come and payment

10




o

for the job of mourning is that when the poor person on the death bed, in this case, this man's
sweetheart, breaths her last gasp, the mourners swoop in and pick up her earthly possessions,
and leave. They may stay there a little bit longer but the essence of it is 'that they do pick up

what she had on earth and it becomes theirs.

I think that, to a certain extent, there are professional mourners waiting to grab off a
piece of the cable business, not on its death bed, but before it's born. I believe that, for example,
as Paul pointed out, the man that is first in line is the venture capitalist, and he has to feel, |
before he provides the funds, to spavlyx:q the birth of this child, he has to feel that there is an
adequate return, partly because of th\e industry itself, the cities, the educators, the librarians,
the minority groups; we don't need to relate all the people who have a big stake in this business.
But I think at fault is the industry itself, in the fact that we have probably oversold the -- not the
capakbility of Cable, but perhaps the timing with which the future generation of services ;rise --

I frankly, when I came to this Conference, I thought that this panel, with some very hard realists,
such as Grant Wilson, from Hancock, and Mr. Kagan, that we might have a rather novel or new
thihg to talk about here. I presumed that the panelists that preceded us would deal more with

the future, the grand day when all of this arrives, but I was quite pleased that, yesterday morning,
several of the panelists became very practical about how we make this second generation happen,
so it took a little bit of the sting out of what I have to say. But, I think the main thing that we have
to think about in talking to the cities, and the cities to us, in this franchising effort, is nu_mber
one, forget the past, forget the past. The industry that has historically lasted now approximately
20 years can be forgotten in terms of assets, even cash flows to a large extent. It simply is a

different business than what we are spawning today.
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What we are talking about is yet to be born. We must recognize, in the past, and it has
now worked to our detriment, that there were individuals who went out on a hilltop, above a
town that received no television, charged 150 dollars or 50 dollars to connect, made out very
handsomely, probably sold out to a MSO who is now struggrling to make a return on that same
property, aand this was the ''golden &ra' as Pawul pointad out, of Cable Television. That ""golden
era' is haunting us today as we are seeking the big cable franchises because toc many people,
I s’ensed in yesterday's session, too many people really believe that there still is a fortune to

be made simply by the grant of a franchise to an operator. It just isn't so.

The man that built the 6 million plus subscribers was a very tough '"entrepreneur''.
He probably used fairly cheap and dirty construction. He probably didn't have much capital to
start with, therefore, the 150 dollar hook up charge, he had a sellers market, and was able, by
scratching and digging, to provide a ser\}ice. The operatof of "today wants the same opportunity.
He wants to scratch and dig and use his entrepreneurial urge to do the same thing, but on top of
his entrepreneurial urge, if you will, are the mournex;s who perﬁaps are beginning to usurp some
of the venture capitalist's enthusiasm for it by piggybacking on the main thrust of the business,

the demands that may be asked a little bit too early.

Now, when I say forget the past, I think that it is important that the past be forgotten
except for one respect and that is that the best hope for building these futures cities still remains
with those companies with the personnel and the engineering, the marketing finesse and financing

that has prevailed in the past. Now, the finarcing is obviously the newest form of the art,
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because there has not been a lot of sophisticated financing over the past 20 years. It was simply
a good, hard, practical type of "how do I get the money" and it was effective for what it was

intended to be, but it is still an art, it is not exact science.

You talk to any engineer today, you cannot draw up a set of specs and send an inexperienced
man out to build it, and there is a very critical shortage of people whlo cavn do this, and they prob-
ably are the remnants o these paist companies which are the basis of your larger MSOs today.
Manufacturing, you'll find, I think, that the most prominent manufacturer of today is the one
who virtually invented the amplifier 20 years ago. He is still around, and I think it is significant
to note that there has been a numuer of major companies who've made a run at this business, who
apparently have all the financial assets required to make a success of it, who still have barely

dented the market.

It's very much an art. The sudden infusion of millions of dollars doesn't get it. It takes
some time, so what we need to do is to insure that the bankers are going to provide the money
which the cable op:':rator needs in many, many millions of dollars, and I think it is a new surge
of expectation. The franchisers, for example, I think should be thinking, not so much about "what
can we get suddenly when this cable system begins operating', but how can we help the cable

operator succeed in this town as quickly as possible so we can divide up the future of this business

as quickly as possible.
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You may recall -- well, yesterday in fact, one of the panelists mentioned the railroad
example as a booming industry that went sick. I think that, at the time the railroads were built,
a very significant piece of American history was written, in the fact that the building of a trans-
continental railroad became a national priority. In order to induce the railroad to do its job, the
now. infamous system of giving up a checker board section of land, in a checker board fashion,

down the right of way, during the Grant Administration was done, and of course, it led to abuses.

| There is a railroad that went from nowhere to nowhere in order for fhe railroad company
to pick up the land that adjoined it, with its minerals and oils and so forth. But, I think that
that is that is the kind of attitude which need prevail now with the franchisers and the people
involved in giving franchises, winning franchises, in order to get this thing kicked off. I am so
happy that Mr. Kahn, yesterday, did point out the best way to get there the quickest is to give
the people providing the capital, a tremendous profit incentive, and of course I suppose thét my

position on that would be easily predictable,

The need for the greater than average reward, in this business, is very real. The young
aggressive management , which is now getting ihto this business, must have this only to compete
with other types of businesses which, if the reward is not here in this business, why should he
be here? We already have such’ things externally, not particularily pertinent to CATV, but any
business, such as your price commission, who is already hovering above if you will, making it

perhaps not worthwhile to incur substantial risks in this fledgeling business when they have got

SETNN
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a ceiling on you. Then, if the cities are hovering around, saying that we are going to limit this
to 8% or 16% or whatever number you pick, it all of a sudden may become not worthwile for the

companies who are fighting this battle to fight it, because the return does not appear to be there.

Only yesterday, I picked up an article that pointed out, well the headlines I'll read to you.
It says that '""the demand for Corporate' Executives, up, but the numbers available, down'', and
they went ahead to explain that the reason that they are down is that many corporate executives,
young people in the 30s are beginning to say; "it ain't worth it, I'm going to cop out.' And copping
out, unfortunately, often means going into a more comfortable, less risky type endeavor to earn

their bread and butter and that is a very discouraging development.

The next point, I think that should be taken into consideration, is that let's strike the word
""monopoly'" when we talk about CATV. It is true that the physical attributes of a system cause it

to look very much like an electric utility, or a telephone company.

e 11apRen to share the same
space in the streets and alleys, but, if you will for a minute, consider the level that the CATV .
company is going after when you rank the consumer dollar. The CATV company competes for the
discretionary dollar which is the toughest one to compete for. The man has alfeady paid his .rent,

he has already paid his light bill, he has paid his telephone bill, his clothing, the essentials of
life before he has the dollar left to buy CATV, -

So aside from the ''oif air'’ competition, which everyone knows is much more severe
in your big markets, you have the share competition for the discretionary dollar which is the

same dollar the man spends for his speed boat, his country club, his pool hall, his books and
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so forth. It is no different than the only newspaper in town, the only pool hall, the only golf
course, the only any other thing in town, which no one is dreaming about calling a monoroly.

It's vying for that discretionary dollar.

Now, Paul mentioned a few minutes ago, and I have the a‘dvantage, I suppose, of {ollowing
him, that money is no longer a concern. I feel it is a concern. It is no longer a concern so long
as we operate in what is now a rather '"walking the tight rope'' position, where the lenders do have
an apparent abundance today, and Grant will probably take me to task for saying that, Apparent
al?undance of money today to lend, and the fact that no city, today, has taken a hard line on
regulating the rate of return. I think that if a city did come out and demand immediate non-pr ofit
making services to be imposed on a cable system, and also indica‘ed there would be some ceiling
on the rate of return, I think that I would have a hard time probably, finding' my way to the Hancoc
front door, because the equity kicker in the lending institutions is still a very important part of

their overall return.

When they assess the risk reward ratio, they are looking at a coupon rate which they think
the CATV company can service, but they are also looking down the road to where their equity
that they are taking "kicker' if you will, is also going to bring them a relatively handsome return.
The only way the equity kicker is going to give them a handsome return is if the market continues
as it's doing today, to say this is a good business in the future its going to give us a good return

and therefore, the stock price contiaues to stay up. If this were to be turned around, it wouldn't
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stay there. I guess to put it more plainly, I think that the rate regulation now, or even alluding
to rate regulation someday, ot this point, could Le a very severe blow to the efforts of getting

private financing for today's system.

We have talkea about the irnportar_lce of entertainment and leisure activities. I hope a
little later in the discussicns today, I'll have a chance to put'on the boarad = little, a simple, |
illustration of what the entertainment and leisure activities mean to a company now, and then
how'they expect to sﬁare in the future revenue that will make it a really good business., The only
point I'1l try to make now is that this business is not a good business, if we are only going to
build cable systems that give the entertainment and leisure activities as we know it today, their
only source.of revenue. In other words, I believe most cable ope;'ators are looking today to get
there to make a reasonable return, and I don't mean reasonable in relation to the risk. I mean
if they are able to cover their expenses and continue growing a little bit, but everyone is looking
for the type revenue kicker which will make it a very good business, and that is yet to come. I

will put the illustration on the board, I think we’'ll have time later.

To summarize, I feel that the best possible assistance that the city could give to them-
selves in terms of getting this thing going and doing the social gcod type services would be to
place themselves in a 'let's help the industry attitude' or put themselves into that attitude, no
different than the city which tries to attract a shoe factory or a major concern or a big new otfice

building. In other words, it's no different, it's the same attitude,.




(<3

I must confess, however, that we find ourselves in this business, vying a-little bit,
competing a little bit with the»cities over this goose that we hope, is going to lay the '""golden
egg'', because it probably has been oversold, and therefore, the cities are saying '"when they
come we are going to do this, we are going to do that, we're going to get a good piece of this
pie "and it is now necessary for the operators to haul back and say "look! we unfroze Cable.
Chairman Birch gave us mor.e channels to sell because he recognized you need the entertainment
to get the cities wired, but let's get the thing built, and mal-e it profitable, and then let's start

dividing up the pie.' Thank you.

Vel

MR. WILSON: Yes -
MR, WEINBERG: I'm sorry, can I justinterrupt for a second? I just got a note saying: 'Is
there somebody in the audience who ownes a tan Dc _2 with Virginia License plates CT23167?,

o

I you do, your lights are on''; if not, I am sorry to interrupt.

MR, WILSON: The type of money Iam most familiar with is long term debt, which is the type of

financing insurance companies traditionally provide,

I think that Mr. Kagan t£aid in the aggregate, money is available. Insurance companies
are beginning to recognize that Cable, in general, may be an attractive form of ''lending'' vehicl
However, I think, that anybody who is looking at the money situation has to ask ''what kind of

money is available? "' "what price is it going to cost? "’ and really "what type of borrower can
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get the money? "I think it is the last question that may be of most interest to you. Kind of
money that, as I said, that I am familiar with in any way there is debt. Long term debt

generally paid cif over a 15 year period, perhaps, even a little longer.

We must bear in mind that any lender is looking at a cable deal as being competitive
with whatever other kinds of deals are around while at the moment, insurance compaﬁies
do have money. There are also lots of people who are borrowing money. And utilities,
cf course, are large users. The oil companies are borrowing quite a bit, so that any-
body who is looking at a cable deal has to say "'why should I lend to a cable deal, as opposed
to lending to an o0il company that has a nice long stable record of paying back the money
it borrows, so that the range what long term money goes for now, ranges from a low of
perhaps a little less than 73 percent for a triple '"A' credit, such as an oil or a real good
utility, to 10 to 14 to 15% thét some of the venture capitalists might be looking for. Of course,

some of the venture capitalists indeed, hope to do considerably better than that.

Right now in the cable busines s, probably the prime is about 8%. I don't know of
anybody who has borrowed long money for less than that, The problem comes, however,
when you start talking about long term money for large city systems., The problem here is
simply that the lender, ir general, has no track record to look at., There are no large city
systems which evérybody agrres, are typical of large city systems, There are the San
Diegos that are wonderful, ihe Santa Barbaras, but these have peculiar things that make

them work real well. There are the Akron, Ohios the people can point to and say that's a
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disaster, but that has its own problems, also. So I don't think that everybody can agree that
any large city system is typical, so that Leonard can't have a track record to base his decision

on.

He's got another probiem. In a large system mo.re dollars are essentially at the mercy
of a single governmental body. If you are lending to-a bunch of small systems, you have a ‘
number ‘of municipalities to contend with and if you are concerned about uncertainties at the
muni(;ipal governmental level, you cau convince yourself that you are spreading your risk
by having more than one government involved in yoar credit. I think their regulations are

changing; they are not, unless you are a real student, they are kind of complicated.

I think tlie average long term lender gets right discouraged trying to figure out what
is happening in the industry, and finally, I think there is a lot of difference of opinion within
the industry as to what really ie going to make a large city system go., I think you, Paul,
express -- think that the key is to increase the entertainment budget of the family and for
the near term, sell entertainment. Others sa' that you are going to have to sell other ser-
vices; still others say that you can put up a cable, and if you market the hell out of it, people

will buy it because of the reception '"peer group'' motives, whatever.

But, again because people can't agree, an outsider, such as a lender, gets u little
concerned. So, either you have to reduce the risk of the project or you reduce the risk

of the borrower. In other words, you are lending not just to a large city system or you
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have to increase the rate to offset the risk. Now, what's happened in general, with the large
insurance companies, is that they have opted for the idea of reducing the risk of the borrower.
Your lenc}“‘ing to generally, most of the insurance company deals are to the large MSOs who
are backéd al‘rnost completely by the classical systems, the systems that everybody can agree
og,what make them work. They've been around a leng time and they keep pumping out cash,
and so people -- they got a track record. The lender can get some comfort from this, and

this is typical of operations like Americaan Television which has been very, very good, borrow-
ing money on advantages basis, and is, I thkink, considered -- thought very highly of in the

Insurance business.

Then you have an option of lending to somebody who is in businesses other than the cable
business, Warner Communications which owns now Television Communications and Cypru:
Continental Transmission is an ekample. About 5% of their revenues and less than that of
their earnings come from the cable business. The rest is again in established buéinesses
that you can look atthetrack record. This helps keep the rates down. Warner certainly is
borrowing money from us, in this case at better prices that either TVC or Cyprus would be

borrowing it,

Second view -- reduce the risk of the project. This means that you basically give the
lender something more stable that he can rely on and I think here, the governmental interface
come in to play. As you may know, most franchises are worded in such a way that a lender's

lawyers gets very upset when they -ead them. A lender like to feel that he believes in Cable,
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in the municipality that he is lending, where the system is being built, but in the back of his
mind there is also the idez that if the management whicl is running the system, can’t make
a go at it, there is a pretty good chance that somabody else can. Well, that's great as long
as the somebody else is going to basically also be your borrower, and so you have generally,
in a large city system, an assigm;nent or the pledge of the stock of the company that dwns

the franchise or is the -- shouldn't say that is the franchisee in the town, but there is alway§
language in the franchise that says basically anybody who -~ or frequently, there is language
that says that anybody who - if the ownership changes, then the local government can in fact,

revoke the franchise.

I don't know of any cases where this has happened, but, one of thu i)roblems is you don't
have much - again, much track record to go on. We don't know what's going to happen and
this is an additicnal area of uncertainty, if work can be done to set up a procedure for chang-
ing managements or changing owners or franchisers to the satisfaction of the towns or to the

lenders, I think, lenders can get a lot more comfort in what they are lending to.

And, of course, the final possibility is to increase the rate for the lender. This is

. reélly the only way that a large city can be built by somebody other than one of the MSOs today
and obviously, an increase rate costs the operator more money, and just as incompatible with
very much in the way of a rate of return regulation, because rate of return regulation is prob-
ably just going to promote the large MSOs, in the large cities. And I believe there is a lotof

feeling that this may be contrary to the interests of some other municipalities. So, I think,
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as an example: if a system costs 150 dollars for subscriber, the big MSO is going to pay

somewhere around 17 dollars a year on that money. This is principal and interest.

If it is a small guy who is building the system, this could verye\as/iiy/gg up to 25
dollars because not only does this interest cost go up, but the length of time that you are
willing to let him pay your money back is shorter. So you not only have to look at the interest
cost but also the principal ret\irn and it really works as a pretty dramatic leverage. And
as Ed rrentioned, one of the ways to off-set, increase the rate, is to give the lender some
type of participation in the profits of the property. But this again, means that there has

to be significant profits for the lender to participate in...Thank you very much.

MR. WEINBERG: Recently there has been a lot of talk by the cities of owning their own
systems. Usually one of the common ways of doing it is through some sort of bonding
process, and we are fortunate today to have someone who do_'e__s'_”k.now somethin about muni-

cipal bonds. I hope he will give us a picture of what they look like and what are the future

interests for municipal ownership. John?

MI\ ANNICELLI: I world like to say that although I am here to speak on municipal bonds,
‘thaet my firm is a little unique in this area in that we do also the range of service from the
corporate equity debt, such as the Vision Cable Company to the municipal debt. - My re-
marks today though are just on the municipal vehicles that are available both from a
municipal point of view, that is the city or the country owning it, and also from the private

entepreneur owning it and what is available to him on a tax fee basis,
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The only reason that, let's say, a private entepreneur would consider going tax free
method would be for cheaper money, but I think you have to realize certain things about the
municipal area. It is possible for a private entepreneur or industry to borrow money to
finance a cable system using a tax free vehicle. In other traditional areas, the differential
between corporate debt, let's say, and tax free debt, or similarly rated type of bond, is
approximately 14 to 2 percent. This can hold true for cable television. In those cases where
the corporation, who is doing the financing, has a background, and the cable TV is just a
portion of his total corporate operation, the problem .nat does arise in the municipal market

is that traditionally the municipal buyers are a very cautious breed of person.

As Paul mentioned, well the fact that we can go into deficit financing, in the municipal
area, only the Federal government prints money, the counties just issue more debt. But
the fact does remain that it is very infrequent that a municipal debt goes into default. At
this point, "in the United States we are only talking about two major defaults the '"Chesapeake
Bay'", Tunnel Bridge and the '""Catamont Skyway''. The West Virginia Turnpike is now paying
for itself on a flat basis. So, with a history like this, they are very cautious buyers, and
when you are looking at floating debt from this type 6f a view, the issuance oi debt, although

on a tax free basis for a corporation just to do cable TV, you are going to have to pay a premiun

The other thing is the municipal market. Today it is increasing by about 25% a year, whe:
today we will go over 30 billion dollars this year in municipal finance, and you are competing

for dollars. And if you are competing, and you are not exactly an electric utilitv, or watexr
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"system, it is, let's say, a more luxurious type of item where you are competing with other
things. You are going to have to pay a premium. Where that the market is, we don't know,
but we do think that we are approximately at the point where we can take an industry and

float long term debt now, for a cable TV system.

The various methods of municipal ownership, I would like to take them (a) from the
municipal point of view, and then bring it down“"vilrllto industrial development bonds. A munici-
pality can issue corporate ‘debt to do a cable TV system in several ways. If there is absolutely
no background, and they just want to put the system in as a public service, they can issue |
general oBligation debt. That is, they will pay for rhe debt out of the general funds of the
municipality. It bears no relation to the system or the operation, or the number of subscribers.
The -annual payments for the debt, which was used to finance the system, are paid [or from the

general tax rolls. This would be called the general obligation.

The other way in which a municipality can issue debt is on a revenue basis; that is, that

they can borrow the debt in their own name, and issue bonds in their own name, but backed
only by the revenues of the system. In this particular case, and this is the case where we
feel we are ready to take one to market, if we had the opportunity, the debt is backed by
some sort of a rate study, or a substantial presubscription drive before the actual finance.

In addition, in this case, we would like firm construction bids on the system itself, so that

in the issuance of the bond based solely on the revenues of the cable TV system, we can
project (a) the number of subscribers and (b) total amount of construction so that we can

show a certain securities for bond.
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If this is not possible, or if the revenue figures do not project for a satisfactory coverage,
then the municipality (a) can either back it by a general obligation,' in which case you'll get a
double barrel bond or (2) it can back it by other revenues. FoAr: '-e‘;cample, in certain states,
Florida, the local municipality can issue revenue bonds for a cable TV system backved by the
{franchise tax on the electric utility bills which it receives. This also can be done, and doing
this approach, you are using a rﬁain steady source of revenue for which there is a finangcial
history, and which will show some financial integrity. The risk of doing it this way, backing

it up with an alternate revenue, will allow you to get a hetter rate, because tt buyer is more

used to this type of the revenue that you are pledying.

" The other area I would like to touch upon, which I felt would be of more interest today,
is the industrial development bond. Under the Federal rules and regulations, the Internal
Revenue Service will allow interest payments on bonds which are issued for ind stry to be
exempt under certain exemptions. In other words, you can issue a bond for a cable TV cor-
poration which is tax exempt, even though the corporation is a profit -oriented cerporation.
Tt doeé not have to be anot-for-profit corporation. It can be a profit corporation. The problem
tnat does occur is the exemption tnat is open in this area, it states that you cannot borrow more
than 5 million dollars, for a three year period, and in addition to that, you cannot exceed a
5 million dollar sum for equipment and machinery in the area of the local governments which

issues the bond for a three year period after the bonds are issued, and three years before.
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How this works would be, the corporation would approach, let's say, a viilage or a
county, or a city, and ask them to issue an indgstrial development bond in the city's name,
backed by the credit of the corporat1on. The city would have no obligation, under the bond.

It would be strictly a financing veh1c1e. ‘

The bonds are marketed in the name of the corporation; the corporation is the security
for the bond. The bonds are issued by the city, or local governmental entity, and they are
only for that area in which the governmental entity is located, so that, for example, you can-
not borrow, using the city of Jacksonville, Florida, as an example, the borrower using the
city cf Jacksonville Industrial Development Bond, and then use the money in Miami Beack.
You would have to use the money in the city of Jacksonville, Florida. In addition to that, you
can borrow up to 5 million dollars for the system, but realize that for three years after the
date of the bonds are issued, and three years before the date that the bonds were issued, you
cannot spend more than the 5 m1111on dollars for equipment and mac™-inery so that in the New
York city situation, d(r a large metropolitan situation, this type of financing vehicle could not

be used.

In this area, though, there are certain exemptions. The exemptions .are for water and
sewer, for electric energy, for gas generation, and I, just like to plant in you minds that you
may want to discuss with the Federal government the cable TV systems being put on a utility
type of basis and also being ~- that there be in the rules and regulations an unlimited exe mption
for cable TV, in the same way that there is an unlimited exemption for tax free financing for

a water supplier and electric utility. 27
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The way in which the Industrial Development Bond is issued is such that the title to the
fa.cilii:iy,‘1 the equipment and machinery, rests in the corporation, at the end of the debt period.
In other words, if you go to the Industrial Development Bond route, there is no questions that

you are not going to own the system.

At the day of the issuance of the bond, the leases are signed whereby you rent the system
during the bonding period, but at the same time there is also a purchase agreement signed and
put in escrow with the trustee, so thaL: the date that the bonds are satisfied, you také title.
From a depreciation point of view, IRS, in those circumstances considers it an installment

' sale and you can take the depreciation and they recognize you as the equitable owner,

There is a new vehicle in some states which is called an installment sale and under this
concept the cahle TV and the machinery can be owned immediately 1'pon the bond's being issued
directly by the corporation, so that you do not have to wait for that period of time till the bonds
are paid off. This is a new vehicle in the industrial dévelopment bond area. Approximately

18 states have it and not the whole 50.

The one crux of the whole matter in going the industrial development bond route though,
is the security. As I previously mentioned, with the security, there is no problem if the
CATYV overator is a corporation, and this is one of his subsidiaries, and he is willing to

pledge the full faith and credit of his éorporation behind the ber.d.
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If the CATV operator is -- this is his only business, it can be issued if he has an operat-

ing history and successful operating history, but realize that it does open up the risk.

[n relation to the municipal type of 'ownership, I just wanted to point out in closing that
North Carolina is the one state in the Union today which specifically allows municipal owner -
ship under state law, and you don't need the question of ''is it a general public purpose?" In
North Carolina, the law specifically states that municipalities can own and operate CATV
systems, In several other states, in discussions with bond counsel, they have brought up

the question“ of whether or not this falls into public purpose,

In New York, we have an opinion from bond counsel that it clearly fits the public purpose,
but in those states where there is not this specific law, such as in North Carolina, and there

aren't any, at this point, the public purpose is a problem Thank you.

MR, WEINBERG: The fourth speaker is L.ee Bertman from The MITRE Corporation, and I
think Lee would perhaps like to take the city's perspective on some oy the whole questibns of
economics and financing and examine. I would like to hear what the cities themselves are

looking a2t and what are some ways for the cities to look at Cable systems. Lee-- -

MR. BERTMAN: Well, I think from the remarks in this panel and the remarks yestefday

that it is fairly clear that Cable is still very much an entrepreneurial business. It certainly
is not a quick buck business. It was a couple of years ago. It progressed, but on the other

hand it is still -~ it isn't Ma Bell yet although, yet although, perhaps, it will be at some

later time.
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I think that some very good advise has been given, namely, when a city evaluates pro-
spective franchises that it certainly would be very foolish to ask for blue sky type things,

either in terms of percentage of the gross, or in terms of enormous amount of free services.

And this gets into, I think, a very important issue for the economist and I think certainly
for the citizen and for the governmental membern,__involved, namely, if you ask a franchisee,
a prospective franchisee, to give you some type fof free service, it really isn't going to be
free for the subscriber. If you ask for some type-of free hookup, this will almost inevitably
‘be reflected in the rate that will be charged for other services. Now, perhaps, in tHémc.ase
of hooking-up schools, for educational purposes, this might be thought as reasonable, since
the tax would essentially amount to a sales tax on the person who decided to purchase the
services of cable TV. DBut, you may ask yourself, why you would want to put a sales tax

on TV -- on cable TV for this specific purpose.

Now, I think, one thing you have to look at quite carefully is '"do you really want to
finance this type of thing, this way?" because if you are getting these services for so called
""free'" and there really being a sales tax, in many cases you don't know what they're really
costing you. And I think this is a ve;'y bad thing, because, essentially perhaps, the services
costing you 20 thcusand doilars, you don't know about that. It's reflected in charges, bl'lt it
may only be worth 5 thousand dollars to you if you had to explicitly take a look at this. So

this is implicit financing without reference to cost and benefits, which-is very poor economics,
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indeed. So where do we go from here? I think that a city is faced with an enormously serious

challenge in looking at prospective franchisees,

The first thing I think you must look at is '""do these people have the capabilit; of install-
ing a system that meets technical qualification"? If the applicant does not meet this very
important criterion, I think you simply must say that this is a person or an organization we
must not consider and I think, in this respect, you have té look at their pasf ’Erack record,
as it is called in the finance business, and you also have to look at their capability of raising

money tc undertake the work.

Ry

An unfortunate aspect of Cable has been the trafficking essentially in franchises. This
is going down to some extent, but what it amounted to is: I go in, I get a franchise from City
X and then one way or another I sell it and believe me, it is hard to stop me from selling it.-
There are all kinds of legal maneuvers, so you certainly don't want to get into that positioﬁ.
You want a solid citizen who is willing to build a system that is of good quality, But, if you
can get over this hurdle, and I am not fninimiz_ing this as a hurdle, I think it's a very serious
one, then you have to ask yourself, well, what services do we want them to provide for ''free'

and what are reasonable rates for them to charge for the services for which they charge.

I think, as an economist, that as much as possible, you should have few free services
and when you get these free services in the contract, you ought to really know what they are

costing you, so that you make this choice explicitly rather than without knowledge as to the
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cost benefit relationship. But, then you are faced with a very serious issue, which I think,
almost nobody has touched upon in these last two days, namely, "how do I know if they propose
to charge 6 dollars per subscriber, per month, or 10 dollars per subscriber, per month' and
whether this is reasonable, or not? And I can say for my experience and looking at two-way,

trying to analyse the economic and financizl aspects, this is a very difficult question.

The most difficult part is not ™=%ing the calculations. It is making them over and over
again, and it relates to uncertainty. A system that may have a reasonable charge of 6 dollars,
if it had reached a certain penetration in a certain way, may yield the.same rate of return if
you charge four dollars. The penetration is better, and in the case of big cities, this is cert-
ainly a great unknown. So, my suggestion here is, perhaps, a little self serving, but it appears
to me that a number of people have developed various capab'ilities of dealing with this, some-
times on an automatic data processing basis, where you can feed it various assumptions as
to cost, as penetration, and so on, and find out what reasonable charges are. Well, this is
not fool proof, and this does not help you very much, perhaps, on knowing what assumptions

to put into it, but at least it tells you what the results are, based on various assumptions.

And I would think that, between the applicant and the city, it might be a very useful tool
for communications. It would allow you to say, '"leok! here is your cost to capital that you
have to pay.'' You want, let's say a 30 percent rate of return on equity. You say it costs

this much to upcrate, and you say you will get this penetration. This thirg comes out with

t
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6 dollars, Well, this is some information. On the other hanfé’, if the entepreneur approaches

you, and simpl}lr. says '"don't crimp my style, if you push me to hard I won't be able to do it",

yvou don't know a.nythiﬁg, really, but he is right. He is right that if you ask for too much or if
you ask for too low rates, he can't do it. But, on the other hand, I think, this type of tool

would be a very valuable co. imunications medium for cities to use.

1 didn't want to minimize the engineering aspect; namely, you also have to knov;r very
much if this outfit is capable of doing the work, and you have to take a look at the work they
have done in the past. There-is a great deal of difference arnong's.t the capabilities of cable
systems installed. Some of them are pure junk; some of them are quite.good and perhaps,
most of them arein between. It is a little harder these days to be caught with pure junk, since
there are minimal FCC requirements, but nevertheless, you have to realize that you are probably
going to have to pay for quality. But you may pay for quality and not get it. Therefore, I
think, it is very important that you have some type of assessment by competent people. And

there are many competent people in this area. Not a great many, but there are enough to go

vé\..'

around, to find out if the work they have done in the past is in fact competent and something
that you would like to have installed in your community, If you can pass that, and if you can
have a discussion, on basis of real hard numbers, and here I am being hard-nosed from the
city's view point, I think you may get semwhere in evaluating franchisees, prospective

franchisees, and know, in fact, if what they are asking for is reasonable.
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Secondly, you get into the question of what is happening in the future. From the ente-
preneur point of view, if he is thinking about a 20 or 30 percent rate of return on his capital,
he isn't worried, very much, about what is happening ten years from now, because as you

are prohably well aware, tne present value of something at that rate of return, ten years
-

e

from now, is almost nothing. He is worried about the near term-future,-the next five or ten
years.

Oa the other hand, if you are going to install a major system which has an economic
life of perhaps 20 years, you, as a member of the city government, and the citizens also,
must be concerned about the future, and one of the perhaps short comings of this Conference
is that we have not discussed future technology in great enough detail. If I were in a city
right now, deciding which way to go, I honustly would not know, because the advances in
this area are so great. ButI would like to touch on one thing that has been pointed out. The
reason the big cities are not all wired up right now and going strong, is because Cable has
very little to seil in big cities, other than, let us say, in a place like New 7Tork City, where
reception is badﬁb:_f:ause of - ilti-path interference, .beca.use of the tall buildings. In
Washington, there is preciously little te sell because you can get Washington and Baltimore

stations. . e g
. o .

It would-appear to me that the biggest thing Cabl: is going to have to sell in the future,
and something which we know very little about today, is in fact, "Interactive Cable Capabilities, " .

and I think that these capabilities are not going to be so much in the area, inifially perhaps,
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of delivefing it to the home to play games with, or perhaps social services. I think they are
going to business type things, I think, as Herman Kahn-said, '"they are going to be professional
accesses to data bases and so on'', And, it seems to me that when you look at a franchise

and you louk at this, you ought to think of this vefy seriously, see what is the cost of.having

a two-way capability even if you don't put it in now. It is not enormous; it is perhaps 20 to

30 percent and what are the benefits of it? Now, if you lay Cable in a big city, esPe‘ciﬂly if
you start to go underground, there is an enormous cost of digging it up, so if you are from a
big city, and a lot of its is going underground, you had better put the best .capability possible
underground, if you ever want to have two-way in at all, in the near term future, like 10 to

15 years, because youkcan't afford to go and dig that whole thing up and put it in again. It is

very uneconomical.

I don't know exactly what to tell you about two-way. I can give you some very brief
results and ] hope we can discuss this later. Our indicatiéns are that a two-way system, and
I have to describe the capabilities after this informal presentation would cost something on
the order of twenty dollars per subscriber, per month. The services that could be offered
are enormous, and they are completely undeveloped, so I think the financial people on the
panel would be horrified at the thouglh of putting something like that in. Yet, I think it is the
wave of the future, and even the wave of the future in 5 to 10 years. Maybe their horror at
two-way is simply that the capital cost of the two-way system, instead of being one hundred

twenty dollars ($120) per subscriber, is more on the order of 5 to 6 hundred. It is like
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telephone - and to the extend that two-way systems do come in, I think that they are going
to look more like Ma Bell than like the MSC's, and to the entrepreneurs. around today that is
perhaps to some extent the reason they are horrified. If they grow into being Ma Bell, they

will be much less horrified. But you certainly have to look at this very seriously.

Now, for a city that is looking at a franchisc today, I would say put in a minimal --
put in a two-way capability to which te1 .inals and other devices can be attached, a big city
especially. For a small town, where everything is going above ground, it perhaps does not

matter as much.

I think I will end at this point. I hope that in the later time in this panel we will be
able to discuss the future a little more than we have done so far s:f:.rnply""because I think that
we ar‘e going through a period of enormous change which is being resisted by the industry,
simply because it is so much a ch1ange in changing the structure, And a 1ot of them, a lot of

the smaller companies are going to go out of business. DBut, it is ¢ertainly crucial that we

look upon this from a longer run point of view, for at least 10 years, fromthe point of view
of the major investments going into the city";nﬁciw\;i{é'ti they will be stuck with 10 years from

now. Thank you very much.

MR. WEINBERG: What I would like to do, rather than sﬁmrnarizc now and get the questions,
is take a very brief coffee break, an~d comeﬁback. And I'd like to raise the whole question of
""Do we tend to see ourselves as one dimensional, the cities perspective on cpevator's,
operators' perspective on the cities and Milton Freedman's argument, there is no such

thing as a free life, to sece what that leads us to.
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(There followed the 15 minute coffee break)

MR. WEINBERG: I hope that the questions that we will get from the audience are of sufficient
interest. Ask either embarrassing or relevant questions. 1 am going to take my place as
moderator, and use my prerogatives of asking the first question and then we can let everybody

else do it,

I guess it is either to Ed Hooper or Lee Bertman, depending upon your perspective, but

I wonder if the cable operators, themselves, don't have soine so-t of a new kind of rock in
hard place argument going on? I wonder if the current trend towards cities' looking very
closely at municipal ownership might not be a reaction, or an over reaction, depending upon
your perspective from either the overselling of the capabilities of Cable, which you will admit
has 6ccurred, through the fact that you know, and a great deal of the people in the audience may
know that the ''golden era' is over. But cities don't and you are telling us tba’; it's time for
us to get started on the road toward cable systems, some other points beinng"' that before the

- freeze, there were such things going on as 20, 25 percent fees for cities off of gross revenues
which has been cut back significantly now. /And the fact that the room for t;egotiati.on by the
cities is indeed limited. They really can't at this stage of the game ask for more than one
educational channel, onel"ﬁ‘guc')vv—ernment channel. They can play some games with public access

facilities, public access studios, maybe some hookups for schools, some nookups for

hospitals znd government facilities.
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You know, is there, indeed, some room for negotiations on some basic types of services
that the operators could offer without getting hung with exorbitant fees, without getting hung with
exorbitant demands and requirements from the cities? And if there is no roorn then that may
indeed explain why the cities are looking to own the systems themselves and not necessarily
under 2 profit motive investment, you know., Municipal ownership can cut two-ways also, either
the cities look at it as the "'golden era' and they are going to make all the profit, or the fact
is, that they are convinced beczuse of the salesmanship job, that rmunicipal ownership is,
indeed, a very powerful force for social benefit. And that they see it as powerful a force.as
the education system, which indeed does not make money - the school system, and they are
willing to subsidize it out of general funds of the city. It is a long and complicated question,
but why don't you start to kick it off and see what the people in the audience have to say a-bout
it.

MR. HOOPER: Gary, I think that, again my answer would probably be predictable. I have a
hard time, aside from being a businessman, a profit-oriented businessman, I have a hard time
swallowing, I think, as a citizen of a city, haviig a general obligation bond paying for a cable
system, when my garbage collection is not satisfactory, or perhaps, the city's educational
system is not up to standard, when I feel that there are alternatives, from the private sector
which wéuld, on a veniure capital basis, do a better job probably because the profit incentive

is there, and it is not a --well, I guess that's about as basically philosophical as you can get.
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It simply appears to me that if a private venture capitalist is willing to get into the
business because of ilie profit incentive and do a job that probably can be done better than
it can be under municipal ownership, then he should be the one to do it. Aud if the business
has been oversold, and I think it has been, then the cities would be v;rell advised to look very
hard at the second generation getting here before the first generation has gotten here, and
that 1s based on the entertainment that Paul is talking about. I think that has to come first.
Chah'man Birch recognized this. He said, you know, we are going to let the cable. company

import a little bit,. do a little bit more in the entertainment way because once we get the

pipeline into the house, into the home, well, then we can do all these other things.

MR, WEINBERG: But, it still remains that under a profit grant that MSO sort of arrangement
the cities still are looking for some freebees, whether they are free or not, you know, and there
is still some room for negotiation. The question is "how does one look at it, how does a MSO
look at that?' You are not going to go in and win a franchise just by telling the city you are
going to give them whatever the FCC says they can have and no more. There has to be some

room for bartering or trading or negotiation and you know, how do you determine this, how

do you determine what is realistic, how should a city determine what is realistic to ask for?

MR. HOOPER: I am not sure. Now, I can state that in asking for franchise applications,
there are cities who, spealking for my company, upon receipt ci the franchise application,
we have simply given them a '"no thank you' because what was being asked for the restrictions

in the vitation, simply were not -- there was no way that you cou’d make a profit. If you

»
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had agreed to him, you would have been -- it would have heen certain to fail -~ or you would
have to have gone back to the bargaining table. You would have been bargaining in bad faith,
under the guise that you get it at any cost and then you do what is necessary after you get it

to make it thrive.
MR, WEINBERG: I am not denying that ‘rere are excesses on both sides.
You seem anxious to answer something. Would you stand up and give your name.

MR, ALBERT: I am Frank Albert from Meyers. I just wanted to ask Mr. Hooper why LVO
bid on the Arlington Cable franchise? What was it about Arlington that you feit would make

it go?
MEMBER: What's the question?
MR. WEINBERG: Please go to the microphone. -

MR. ALBERT: The question is addressed to Mr. Hooper and I wanted to know why LV< Cable
bid on the Arlington Franchise and what there was about Arlington that he felt would make

"such a systern viable?

MR. HOOPER: Arlington has rather a unique density situaticn, Mr. Albert. As I recall, and
please don't hold me to these numbers, I believe that they have a density somewhat like 300

homes in a mile, or 250 to 300 homes 'n a mile. The average density, and I have checked
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with some other companies besides ourselves, in the traditional system, is somewhere around
80 homes in a mile. You can see that the ec onomics of wiring and serving a r_narket, which
has a sligi;t amount of traditional type service requirements, that is, you do have some signal
reception problems, plus the three times the density per mile aspect, changes the economics
around to where you can afford to go into a market which, even though it has adequate reception
or adequate signals available, you can still, because the lower cost per home make a good go L
of it. But I think the important thing here is that I believe that almost every operator ié looking

to the traditional entertfainment type service to barely pay the bread and butter, barely pay the

grocery bill, until the additional revenue kickers can be instituted.

For example, if you have, and I've frankly forgotten what oﬁr rate bid was in Arlington,
but if you have, let's say a 5.50 rate, you probably can barely make it and it certainly should
not attract any venture capital on what you e¢an make from that 5,50 rate, let's say. But, for
only one dollar and a half more per subscriber, you likely can make a very nice return, and
we are waiting for the day that Paul Kagan has pointed out here, when the average home does
‘pay that buck and a half per month, on a pay cable basis, or some other revenue incremental
basis, that makes it a very fine business, that must come, or we are in the wrong busfness.
We cannot be a television reception business without increasing those rates and making it

a good business. Arlington was a fairly unique situation because of this density.
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MR. BERTMAN: I think one of the interesting things, when you start discussing municipal
verses private ownership, is that I don't think it's as black and white as that. I think that
there are many, many things in between. For instance, if the municipality owns the system,
perhaps they could get some MSO to help in constructing it, or even managing it, and they
might be able to come to some favorable agregment as to, for instance having municipal

bonds finance it which is very, very nice,

~“The city might say, "well, look, you don't want to bear the risk of some special type
of service you are putting in, let's say like two-way, so we're going tec guarantece that we will
lease the channel, and institute our own two-way on é commen interior type basis. So it seems
to me we are talking about a spectrum from not only top privéte ownership, but private control
and origination of all services, all the way to the municipality owns it, controls it, decides

what to charge and all the services that would be provided.

I think that, from my viewpoint, in my background in economics, I think that wherever
possible the profit incentive ought to be there, but it ought to be there not so much in terms
of making an excellent return on capital doing well, but in keeping costs down, and being very
Vrealistic in terms of the type of services you are asking for, something I talked about just
a little while ago on knowing, if you ask for a school to be hooked ﬁp, exactly in fact, what

it is costing you.
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MR. KAGAN: You know, I would like to try and fill a vacuum that's been going on in this
discussion, This panel is here to discuss the economics of cable TV, and in another room

I understand they are having a conversation now about '""Municipal versus Private Ownership"
and why that should be done. We can address that part of the question from the economic
sense, We talk about "municipal versus private ownership'' to a great degree in the context
of "how it can be affected", but you have to go back and ask ''is there a basic economic justi-

fication for municipal ownership of a CATV system!''?

This is what we are here to discuss, economics and finance, and in considering that the
environment in which we live is one in which the large cities of this country are not looking
for additional services to provide, unless they can alleviate their own financial problems.
We, therefore, must reason that the only economic justification for municipal ownership of
a CATV system would be because there is enough money to be made. That it would be possible
for the city to help subsidize other services wh: . it cannot do today, and that brings us back

to a discussion of the "profit and loss' operations of a CATV system.

It raises a very very important question of "how, in the context of trying to pull more
money out of a CATV system, to subsidize other municipal services'. You can discuss,
very much, non profit making services that the city, in running the system, would provide.

Now, let me go back over that again because I think it is a very important point.
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If the city is going to run the system because it can provide a better public service than
a private company can, I think everybody would have to alcknowledge that it is probably going
to cost more to do that, and this is going to bring down the amount of money that the city can
gét out of the system in order to subsidize other services, which is the original reason, really,
for running the syﬁstem. If the city is going to run the system at a deficit, or detriment, if
it is going -- if some city, somewhere, is going to turn around, ten years from now, and say
to the Federal government or the state government ""we need help to subsidize our system"
the way it is happening in education, then what was the point of it all. I think that is what you

have to zero in on and end up talking purely about the ''profit and loss'' statement of a city.
gp Y P

This brings up a question that I've had, I've seen it in the Dayton study that Rand did.
I've seen it in MITRE study, questions of rate of return and what these systems can really
produce., In the MITRE study, for instance, there is an extrapolation you can do that shows
a projection on a cable system 10 years out, in a major city, in which something like 60 percent
of the incremental revenue to the system, beyond its regular space of five dollars ($5) a month
service revenues, 60 percent flows down to the cable system in order to be able to have an
adequate discussion about municipal versus private ownership.
MR. WEINBERG: Your name and some identification first?
MR. ROSENBAUM: I am David Rosenbaum. I'm at MITRE and I've had ~~ I shr.uid say that
first of all, that I have not in any way been associated with MITRE's Cable TV effort, but I
have been associated with tne Cable TV indﬁstry for some time, bothfrom a technical sense

of design and also from the town sense.
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I would like to say that I already have made some of these comments to Mr. Hooper,

but I think they are worth making in general. I think that the towns and cities are simply not
going to consider cable TV like the railroads were considered. Quite to the contrary, I think,
There was a great need, and an enormous national desire for the railroads one hundred years
ago, and I think that there is an enormous apathy, as I think somebody pointed outv yesterday,
towards cable TV. I think the attitaude of many towns is now, and many more will be shortly,
that they just as soon wait for the second generation. They just as soon wait five or ten years.
They don't care. I think that many towns, if they come up for franchise, and simply no franchise

is given out, I don't think there will be any citizen reaction at all, I think peéble will say, 'fine'l.

Secondly, I think that cable TV has been driven by venture capital for so long that it is
very healthy, the financial shakeup that is taking place, because it was driven by venture capital.
For so long, the technical standards of the industry were extremely low. They are the lowest
that I have ever seen in any industry, and I guess the industry itself, is coming to realize they
can't do that anymore, but th?, result is that many systems, perhaps most in the country, don't

work very well.

The third thing there are two more short things that I would like tg say. I think that one
of the real needs in financing, and I've had some association with Wall Street in these kinds of
things, is for greater technical knowledge within the financial institutions. I know that is true
of Wall Street houses, I don't know, specifically, about the life insurances companies, but

I would guess it is so. 1 think they are usually put in a position where they simply look at
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projections and past records, and where there aren't very many past records, they really
look very heavily at projections, and the projections are made to be anything that they want
them to be, although they know that. 1In a sense, I don't think it really gets to them and they
feel all sort of a little uneasy ébout it, and they don't have generally anybody really very
competent to call on. And that is a very serious situation both for them and for the industry,
and I hope they will rectify -- they will have to rectify it sooner oz later.

From the point of view of the town, which I have been involved with, and cities lately,
I would like to say two things: One is what is the rush? if the real thing that makes a cable
TV system go is the second generation, let's wait for £he seccond generation. In any case,
what is the rush? It isn't something that the town really needs, like they need electricity

or transportation,

1

The second thing is: n}y\/own attitL;de is, in general, municipalities should go the
following route. They should hold public hearings to determine whether the city needs the
cable TV system, and if 36, for what purposes? Then, on the town‘.s own money, they should
have, by someone competent, and there are as Lee said, not many, but enough, competent
people to do this kind of thing. A set of different, literally, blueprints drawn up for systems
for the town, at different cost levels to do different jobs. They then should make the decision,

seeing what they can get for what cost.
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But still, the great unknown, of course, is who is goingz to subscribe, and that's just pie
in the sky. Nobody really knows that, but gi.ven that they should then make a decision as to
whether they want to have municipal ownership, whether they want to give ‘out a frénchise, or
something in between, and having déne that, if thevy want to give out a franchise, they should
then take bids from companies on this set of alternatives. I agree with you.- There should be
as little free service as possible, but in terms of what the town can get, maybe flat cash or

something, you know, to do the job that the town wants done.

The last thing that I would like to say is that once you put a system in, it is very naive
to think that (1)-it meets the standard of the FCC if you have not checked it out yourself, be-
cause even if the design meets them, unless you check it out after it is installed, it may very
well not. In fact it probably doesn't, and you may want to pﬁt in stiffer standards and (2) it is
naive to think that if it meets it now, it will meet them four years frem now, unless you watch
that it is kept up right.. The idea -- my own feelinvvg is that tests ought to be worked out in
the franchise which call for technical testing at either set or random intervals, and pemnalties
built into the contract which the company has to repay the subscribers automatically, if the

system falls below certain technical standards.
MR. WEINBERG: Ed, do you want to comment on some of this?

MR. HOOPER: Nwo, not particularly. I notice several people in the audience had a reaction

to Mr. Rosenbaum's statement.
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MR. WEINBERG: Will you stand up and come to the mike? Do ycu want to come to the mike

and say who you are, please?

MR. MARCHAND: I am Crayton Marchand from Louisville, I think it is a mistake for any
city to think about public ownership in terms of a pr’ofit making adveuture. I think -- of'a v
cable system, I think, if you are thinking in tlerms of public ownership, for that reason, -.
you have missed the boat. This money ought to be reinvested. The whole idea of public
ownership being that you can get more services by reinvesting profits, hopefully, back

into the system, rather than turning it over to stockholders or, you know, you don't have

to answer to stockholders. But, to build a cable systein with the idea of using it for other
services, I agree With Mr. Kagan on that point. You are not going to get them, because the
cable company is the first company that you are going to look to for revenue. Because if
there iz revenue, you are going to be clairning that for other city services that are more

demanding, so if you go into that, with that idea, it is a big mistake.

I did have a question though for Mr. Hooper. You say to a city 'let's get this system
built, and then we will divide up the cream'. You know, I did not quite understand how that
is going to work, and what guarantee for city officials is there that in the future, you know,

we will have this opportunity to do this?

MR. HOOPER: I think to rephrase my statement, the job to be duone now is to build the high-
way into the home, and I think that the FCC has the right attitude, when they
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recognize that you give additional channels, imported channels and so forth, to get the highway
built, and before we over legislate, ove: study, and so forth, the future service, let's do

it at a time when the CATV operator is iz a position to seriously put the thing into effect.

The two-way, the social services, the educational services, at a time that he is now prepared
to do so., I think the.point that I am irying to make here is that let's not impose before he has
even driven a ‘s.pike into a telephone pole; impose those things which can only add gloom, if
you will, to the prospects of its succeeding. I guess rate regulation is the most fearsome,

not so much the services, but rate regulation, which could dry up the venture capitalist very

quickly, and we would never get the highway built.

MR. MARCHAND: How do we know that we are at a point where v can start doing some of

these magical things which the system ---

MR. HOOPER: I think that is a subjective thing. The city certainly has, in its permit grant-
ing authoritv, in almost any case. I know of none now where they don't have the righ? to come
in and - a subjective thing - determine whether the company is making an excessive return if

they arein a position to do these things.
MR. MARCHAND: I have tons of questions, .there is just one more.

MR, HOOPER: OK --
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MR, MARCHAND: I think it was Mr. Bertman who hit on it. Many people feel like the real
future of Cable is in the transfer of digital information quickly, for the cities, more so than
entertainment. This is really the real future for the real value supposely, to the community.
When can we expect ~-- will a cable operator develop that type of capacity, or is public owner-

ship the the only way to see that that type of activity come to fruition?

MR HOOPER: Let xﬁe make a ccmment. I wonder if we are not talking of second versus third
generation cable systems and lots of people who see Cable as a socially productive force are
going from where Cable is right now to almost the third generation, and the operators say
""'well, it may be capable of doing that, but we can't reveolutionize., In terms of technology,

the advent of two-way filters and amplifiers really only exist in some limited demonstration
programs, and I think what they are saying is let's make the transition gradually. Let us

go from where wWe are now, which is still capacity coﬁstraint, to the stage where we can start
talking of advanced one-way, or even simple two-way stuff, such as pay subscription, pay

TV, and sports packages.
MR. KAGAN: Are we talking about second generation?

MR, HOOPER: I think there is a fundamental difference in technology between advanced two-
way interactive systems and-the next level of technology that is coming up right now. I am

not building cable systems and ----




MR. KAGAN: I attended a semina_r, in New York, on August 30th, 1970, which was a tele-
"communications seminar, which AT&T announced its plans to build a digital data network,

" That was the first time they ever said anything in public about anything like that. They talked
about digital data for ten, twelve, {ifteen, twenty years, but they never said they were going
to do it, and they did it. They announced that they would do it because another company, called
Data Transmission Company, said first that they were going to do it. At that seminar, there
was not a single representative of the cable television industry, not TelePrompTer, which is

the largest company, all the way down to the smallest company in the industry,

Shortly after that, I started a news letter called Datacast to serve that particular part
of the communications industry, and I can tell you from looking at the subscriber list, who in
the cable television industry is interested in transmitting digital data. The fact of the matter
is that there is a separation between the digital and video, in the technological sense, and in
the personal sensé. There are some companies that are making the bridge from one to the
other. Ed Hooper's company, is one of them. They have a subsidiary that is in the business
of establishing a microwave network for the purpose of transmitting, not only video, but
digital signals. There are only a few companies in the cable industry that have directed any
of their energy, any of their capital toward this end, and you cannot say at this point in
time, that the cable industry is very much concerned, as an industry, with the provision of
digital service. There are some people in it who would like to do it, but they don't represent
the whole industry, and as a matter of fact, at this point, the majority of the industry is most

interested in just getting video signals. into the home, much less data signals sll over the country.
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A PARTIQIPlANT: How do you define digital signals?

MR, KAGAN: Well, the digital teckhnology and its use in transmitting mostly business

inforrhation, which is the first market -
A PARTICIPANT: How about subscribers? Would you consider ‘hat digital?

MR. KAGAN: Well you are talking about a very primitive form of digital response. The
impulse needed to send a signal back from the home, back on a two-way cable system, is
about as far as the cable industry has gotten, and as soon as you get into computerized,
totally computerized systems, you get into a technology the cable industry has not investigated
to any great extent. ,

MR, WEINBERG: Why don't we sum up briefly. Just comment briefly and then we will get

back to the questions,

A FARTICIPANT: I just wanted to mention that the cable companies are not, I don't think,
overlooking the possibility, for example, we ifxa\}e some very fine data banks. The University
of Itlinois, I think, has a famous one on archaeology and it's a shame that there is only one
~university in the country that probably has one of that stature., One of our dreams, for example,
is that an archaeology student at the University of Tulsa can access computers which will then
access the data bank in the University of Illinois, and it comes spitting out in his little cubicle
in the library in Tulsa. The microwaves reaching him from outside the campus, at Champaign-

Urbana, down to the outskirts of Tulsa, is here now. In fact, our own company gets us there,
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But, the problem is of gettinng from the outskirts of Tulsa, into the library, in downtown
Tulsa, and likewise Champaign, has to be served by the telephone company presently. Now,
we had a very fond drean: that the cable company will soonbe functioning as the local loop, if
you will, to use trade terminuslogy, from the outskirts of each town, to the central point, but
at this date, I think I can make this statement, no one is doing that. It is still relying on the

telephone company to make that local loop.
MR, WEINBERG: Will you come up to the microrhone, please?

A PARTICIPANT: Yes. I am Syd Smith from Nashville, Tenn. and we have looked at the
pendulum going from the blue sky people, myself, one of them onto the educational community,
who have said we've got to have 20 percent of the eggs laid by this goose. We got to have 20
per cent of all the gold. Now, we are going the other way, by saying you have got to let this
goose feed, or it is going to die. I am concerned that the pendulum does not gotoo far in the
opposite direction. I think it would be very easy for it to do it because, let's face it, the
swing now is toward the pocket book. I am concerned that sorne middle ground be established.
Now, in Nashville, we are proposing a new ordinance, under which bids being made for

our applicaticns for franchises would be submitted. It's still in the work stages. We are
trying to solvz this by giving some reservation for the anticipated utilization of Cable by

the public utilities, the public services, I would like to know what your feeling is other than

simply to say it can be done. Now, when I went to the bank to borrow money to finance
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my boat, the banker and I shook hands, but when the money changed hands, somnething was in
writing., What do you feel would be tolerable, in an ordinance, at this time to protect the

access of education, government, and public access, in the future? We have some proposals
in Nashville, but I am concerned as to what you think wouldte ec’onomically acceptable at this

time, in an ordinance. : .

MR, HOOPER: I have some difficulty relating to a part'icular situation, but, I don't think

that the -~ in fact, if you look at almost any proposal, ours included, you will find a substan-
tial amount of commitment being made for the access channels and, of course, the FCC has
some minimum requirements, also. I have alluded earlier, I think, to the simple fact that

the first order of priority for any franchise authority ought to be a healthy, profiéable, concern !
in that town. That should be the first priority, and if the cable company is willing to make

the projections, and we all do, and [it in the services which everyone desires into their
projections, and make a go of it on a minimum basis, I think th«t tha's what both of you should .

look to.

I don't think that though, until we are able to offer the additional services in pay cable
I think in pay TV, pay movies and so forth, entertainment media, I think has one of the big
hopes, or is one of the big hopes to provide the additional kicker that will make it a very

good business versus a mediocre business.
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MR, KLEIN: I am Gerry Klein from the University of Michigan.

I'm here on the assumption that there weren't meetings like this held before radio got
established, or before television got established, and that is one of the reasons for our being
here is to be able to put some sort of intellectual set of minds to work to prevent the kinds of
‘things that are now existing on the national airwéys, and that Cable is seen as an alternative
way of communicating, and providing communication links amongst various segments of the
nation. Now, one of the things that seems to be missing, at least for me, is trying to put
some data parameters on the kinds of blue sky notions that an academic like myself might
want, or what an entepreneur might want in the way of a profit situation, and I'd like to know

what you'd use to make say, demand estimates, and I am addressing this to the whole panel.

So I see that the banking community must have some need for data-aside from projections
that come out of regression lines from one city that does have very little generalization, and
one of the demand characteristics is such that you could write a contract which would say as
soon as the demand is met at such and such a level, penetration at such and such a level, that
we can now start to implement the kinds of social needs that were bypassed by the radio and

television industry and are continuing to be.

MR, HOOPER: I think that isa very, very fine approach it is yet to be done, as far as I know,
where the city says first let's make an economically viable system. When you reach this bench-

mark, let's talk about some other things that might be done to improve the life in the city,
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I think you might find the responsible operators - that responsible operators may be asking
to do these things prior to the time that the city might legally impose them, because usually
what's good business for the city is going to be good business for the man that is ruﬁning the
system. I don't think that it is difficult to impose such a thing in a franchise. It's probably a

reasonable approach.
A PARTICIPANT: Dr. Progent frem the French Embassy.

I want to know if the panel has an economic and financing opinion on the software which
must be put in the cable system when it's having more programming. I hope the CATV industry

doesn’'t want to make the same mistake of the computer industry in pushing hardware and not

software.
MR. WEINBERG: Does anybody want to comment on that?

MR. KAGAN: You know_, I tend to make a point that I have not seen covered in too many different
places. The 1960's was a decade in which a lot of people talked about software, especially for
the computer that had just come along. And late in the 1960's, everybody in sight was buying

" publishing companies, because publishing companies owned huge libraries of material that
theoretically could be computerized, and then become valuable storage banks of information
which you can then sell ‘to everybody. And the whole concept of putting the Encyclopedia
Britannica on microfiche and on CRT displays, for kids to use for their hornework, at home,

has been, and continues to be a tremendous dream.
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The only trouble was that the acquisition of publishing companies, in the late 60's did not
work cut very well, for those companies like Xerox, and CTS and Raytheon, and other people
who bought them because one of the problems they neglected to consider at the time was that
the transmission system for delivering this information was not available. The telephone
system, as it is construct.ed in this country, operates at a maximum of its capacity, as we

all know, on a day to day basis, no matter what the publicity releases from AT&T say.

The cable systems have not been built. The country is using spectrum to its fullest
capacity and really what we are seeing in the decade of the 1970's and maybe in the 1980's is
the construction of the microwave, and Cable, and satellite systems, that are necessary to
deliver software back and forth. And what we are engaged in here really, is talking about,
in an economic panel especially, the ways and means of subsidizing the construction of these
highways, electronic highways, to enable us to put software out, at some future date. It is
a chicken and egg situation, so really, we have to talk about how do we get the thing built, and
that's why, to mention what Ed Hooper said, about Chairman Birch's statement, he said let's
use the entertainment options in order to help build this systefn if that's what the public will
pay for first. Obviously, if there was a demand now for all of the blue sky services we heard
about, then these services would then -- the demand for these services would subsidize the

construction of the systems.

A PARTICIPANT: How do you know -- measure that demand which was my question before.

How do you know anything about demand?
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MR. KAGAN: Well, I'll tell you. In this country we have a long Tecord of entrepreneurs, and
I would like at this point to tie it into what the fellow who was sitting right behind you, who
left since, said before about what's the hurry about building cable systems and why don't we

have a public hearing to decide if they are necessary.

The fact of the matter is, in 1964 there were certain economic interests that were against
the development of these pay TV services that I've mentioned, and in the State of California,
they succeeded in putting out a public referendum, which succeeded in giving the state of
California the right to tell an entrepréneur that he couldn't offer, in a fully competive way,
pay TV services. Since that tirne, the United States Supreme Court has struck down that

referendum as saying that you can't do that.

The fact of the matter is, in this country, thank God, we have the right; a businessman
has the right to be able to offer the public increasedentertaining programming on his television
set, if he is willing to put up the money. It's an entrepreneurial venture, and only the entre-
preneur, who is willing to put up money in conjunction with insurance companies, banks, or his
brother-in-law, or whoever else is financing him, can tell you that demand is there and I'll

explain to you how it works out.

If you go out today, and this is again an answer to that fellow who said ""what's the rush'';
. if you go out today, and you hold a referendum, which is a terrific hearing, you ask everybody
"would you pay -- do you want a system built -- shall we give out a franchise for a system that

will be built, that would offer you movies for one dollar or two dollars, or whatever number?"
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If everybody says, '"no, I don't want that" would you then deny. me the opportunity to go in
and offer that service anyway?

I don’t think you really can, under the law, and what you are really seeing in the market
place, are Ed Hooper's company going out and offering service where they think is viable
and TelePrompTer, where it thinks it is viable and one goes into Akron and maybe finds out
it is not as viable as it is in Tyler, Texas, or some other city and ycu have this market place
test. You have to have it. You can't go out and do a survey as MITRE did or Sterling
communications did in Manhattan or any other place and ask people: 'would you be willing
tc; pay me this for this service? " Because, if you do, that is your entrepreneurial option,

and if you get back a vote that says ''no, I am not interested in it', maybe you don't build

there and maybe another guy goes in and builds in your place.

In Worcester, Massachusetts, Columbia Cable Systems had an oﬁportunity to buy the
Worcester System as it exists, which is a brand nev&; marginal system, with a lot of debt and
a lot of problems. And they took a good hard look at it, after they had an intent to acqu%re it.
They decided to change their minds and they backed out. Tre'lePrompTer went in and bought

it, so TelePrompTer assumed the headache. That's how you tell.

A PARTICIPANT: Not to get into an argument as it will take up too much time, it seems to
me that there is an over emphasis on the way we are discussing the entrepreneurial side.

I am not saying or disagreeing with you on the point of cable TV, but it seems to me, the
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very fact that a franchisee that does get access to my city, and doesn't do the job that we
want done at the time,doesn't allow TelePrompTer or someone necessary to come in. We
are stuck with him, or we are stuck with -- our options are off, we cannot make the same .

optional.

MR. KAGAN: That's not really so. There are franchise covenants that can protect any

city against any kind of seriocusly devious operator, and they are not that difficult to discover,

A PARTICIPANT: No, but aren't they now part of the franéhising discussion we are talking
about here and saying '"can we impose limits which say we want to be sure that this is not a
fly-by-night operator and after five years, we won't get our fair share of the social capabilities.
After all, we are talking about communications. We are talking about an alterrnative system

of an already dominated entrepreneurial system that I don't think serves the purrose in the

way some people, and myself included, think it should.

And we are saymg, we are putting a rovgnani,@, give us 20% and don't do that, let
us run a super highway. I think the word roads is a bad choice of words, because if you are
a city planner you know what a super highway does to your city. Do you know what the social
implications are? I am just saying that what is the data, what kind of ciata does a money
lender use to make a projection when he knows there is a covenant that is going to say we

have to give a free lunch, or whatever the terminology is ?
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MR. WILSON: I guess we want to make sure that we get our lunch too, and one thing we do is
we look at the company's projections and we also compare them with experiences wé had in
other systems. And we say, "ah-ha,' such and such a level of revenue, or saturation, if
you will, essentially is your break even point, in terms of cash generations and we look at
two things and say, well is Li;at a reasonable level compared to what our experience tells us?
We ought to be able to sell, in terms of getting f)eople to sign up.

And another thing we do is say, well, this is a high risk project and we think something
more than a fixed rate of interest is appropriate, so we want a piece of the gross too. But,
we will only take that piece after you have hit some pre-established minimum level, so that
we do pay attention to trying to bogey the guys viability. We want to make damm sure that
he's got a viable network before we go tinkering around with it, and I think that is also in the

interest of the municipalities.

MR, WEINBERG: Sid?

MR. DEAN: I am Sidney Dean and I'm a New Yorker. I am on the Cable Advisory Committees
of the FCC and New York city, and as a private citizen, I have been around, and I would like

to share with vyou some confgsion and perhaps resolution. Our panel is dedicated to trying to de-
fine the economic and ﬁné.ncial parameters of the growth and development of broadband
cemmunications, ostensibly in the public interest. I think it is significant that nowhere in

the program of this seminar is there any section dedicated to defining the public "address",
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or the goals of public policy in this field. I think Dean Birch and Mr. Hooper and others have
referred to the guidelines, but they have not stated them comprehensively. The simplistic
definition is that the first job to do is to build broadband highways to connect up our society
and our people, so I suggest that the goal is much more -- has to be much more comp]ete'.

It needs to be a highway that connects all members of the society and the economy for necessary

and essential uses, education, public affairs, health, welfare, public administration, everyone.

It has to be a highway that has the capacities and facilities to permit everyone who wants
to finance the distribution of information or services to the population or segments of the
population, but even more importantly who is willing to take the entrepreneurial risks to try
to sell his programming or entertainment or software or content services to everybody.
Clearly that highway has to reasonably contain the current, viable state of the art, in its
capacity and its facilities, and clearly, since it is a monopoly, or a de facto monopoly in each
of our communities, there has to be some reasonable regulation of the rates and the terms of

service.

And I for one, am a businessman, by backgiound, I have no problem with giving the
franchise cable operator 40 or 50 per cent return on his investment, before taxes. But our
chief concern, it seems to me, in analyzing the economic and financial determinants of cable
systein operations toward public goals are the operators incentives for installing and main-

taining and improving this system, congruent with the public interest. Now, this leads to
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certain questions, thatI am sure of. In that franchised area there will be cash flow generated,
and the operator will acquire credit standing and resources, and size available for growth and
development. Question: does it serve the public interest for the operator to take the cash
flow out of that community and use his complete entrepreneurial discretion t- decide what is

in the best interest of his MSO over multi-media conglomorate, which might nean using those
earnings, tangibtle and intangible, from his possession to that franéhise, to go for franchises in

other communities, as a top priority for example.

Is it in the public interest for that highway operator to vertically integrate backward
into hardware and equipment, and appliances, ard terminal, attachrments? Is it in the public
interest for the operator to vertically integrate foward the market by controlling paid TV
programing and films, and content, and data processing, and bu:rglar alarms and films
and tape producticn facilities, Is it in the public interest for the resources generated by the
community to be nsed substantially in any way other than to work toward a 100 per cent pene-
tration of every wotential user of communication services in the community and make the
highway broad enough and modern enough so that independent originators and producers,
and entrepreneurs in content can use it for their own legitimate pui'poses? These are some
of the questions I think we should attack. I hope the seminar, perhaps, on Friday can examine
somehow what the criteria are for the economic and financial developments of cable in the

public interest.
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MR, WEINBERG: I am not sure that there are really answers to that question at this stage of
the game,other.than in some cases. ’‘es in some; no in others. Perhaps, maybe, you know
if you work towardit, I sometimes wonder if Cable's problem is a hypothetical thing? Is that
is comes right after radio and TV essentially has ripped off large portions of the population?
Everybody is saying, we're not going to let you do it, we know what happened before. We want
to make sure that it does not do it, and are we really expecting too much from an industry
whose gross revenues at this stage of the game are around 300 million dollars which is pretty
tidy. I know that safeguards have to exist and should exist, and I think that we have to, you
know, very carefully make sure that what we are asking, and what we are expecting them to
do, and what they want to do, all can be worke.d out in some sort of framework, where it is

realistic to assume some of the social prassures get ''rent''. There is never any answer to it.

MR, WORMLEY: I am Wallace Wormley from Harvard, I would like to ask Mr. Kagan and
Mr. Hooper how long would it take the industry to really live off of cash flow becau‘se we are
continually told that if capital intends to ‘'push it through' and that you know its a hydro industry °
and you need this money and you can't start earnings, so don't look at "P'' ratios, look at
cash flow ratios. But if it is capital intensive and we need the kind of monics that are pro-
jected over the next ten or twenty years, you are going to have to be increasingly active in
both debt and equiiy markets. And when you talk about equity markets, you rced institutions

to come in and take pieces of the action. And floats are so small for most of the MSOs, that
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if you don't have traditional security analytic type things people can look at like current ratios,
quick ratios, debt equity ratios that stand up when you compare them with other equity opport-
unities, you know, what is the real potential there for inétitutions to really help us grow?

Also, especially to Mr. Kagan, what can be done to kind of stabilize the way. franchise intangibles

are looked at because they have discrepancies the way different MSOs handle them.

MR. KAGAN: It would take a man from Harvard to ask those questions, and they warm the
cockles of my heart.

I wiil tell you a couple of things a lot of people don't realize about institutional financing.
In the last couple of vears, there has been an enormous number of secondaries selling inside
stock in the CATYV industry, not by most -- predominantly not by the people who are currently
running these companies. -As a matter of faet, among the people who have been involved in
getting out of several Cable stocks, I don't mean getting out totally, I mean selling some
significant holdings, are such institutions as teachers' insurance annuity association, and
some people in Massachusetts who put a few million dollars into American Television and
Communications, and I can think of -~ I have written down the names of Telecommunications
and Vicoa and American Television Communications are not, the people who run these
companies are not selling out. But you may find some institutions using the profits from
| Cable stocks to help subsidize some of the mistakes they have made and the rest of the stock

market. And the fact of the matter is that institutional investment in the Cable industry is

- \/>
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It's a hell of a good business to make an investment in, because although nobody mentioned
it on the panel or in the audience today, in the entire history of the cable industry, good cities
and bad cities, small and large, and we go back twenty years, and we do talk about 10% of the
country hooked up, but maybe 20% of the country is actually wired. We find that, that is
continually serviced and paid back, and the cash flow -- I'm not describing a golden goose now,
mind you, the cash flow is there, and we know a few -- to answer the first part of your question,

we know a few certainties, or reasonable certainties in the future of this industry economically.

For instance, we know that in the next few years the markets that will te built in the
cable industry will be the markets that are easier to penetrate. I think everykLody expects
that the institutions are now lending money to companies who are building systems still
in medium to smaller size cities, where cash flow is on hand in a more ready manner. And
incidentally, this is in cities that want cable service today, that are willing to saturate 50,
60, 70% today, and there are still communities that are doing this. . Yes, they are helping to
subsidize the electronic highways of other cities of the future. I don't think the MSOs are
considering at any point, neither the institutions that are financing them or any of the people
that are involved in putting this whole thing together, I don't think they are considering
keeping the money from LVO Cable system in Carpentersville, Illinois in Carpentersville

only and not helping LVO cable to build in other cities.
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I mean, there are certainties that we know about, and if you did restrict all of the money
that came into the cable industry, to the city in which it came in, you would have a problem in
the fact that some cities that would want the service right away, would get their system built
today, and would get their system improved today, and would have the blue sky next week,
whereas, another city in which the initial service was possibly tougher to get, might not even
get initial service, much less blue sky. And you have a situation analogous to the fact of the
city taking over, for instance, the MacDonald Hamburger franchising, and where there was a
demand for hamburgers or quick food in that neighborhood, the city would OJK. a franchise.
But if they could not determine that the people really wanted a MacDonal Hamburger stand,
they would not let one be built. So, what you have here is a ‘situation‘ of the cable industry
with its current cash flows from proven markets -- they have been in business a long time
and have done O. K.

Other cities coming on in probably a ratio of, as I said before, where the market exists
will come on sooner rather than later, and these cash flows, debt equity ratios, helping to
move on to the next step, and of course, it gets progressively harder, and harder, as you
get into areas of lower and lower demand. But as far as how long it can go on, and how
long it should go on, considering only 10% of the country has the cable service, or has opted

to take the cable service, it can go on for quite some time,

A PARTICIPANT: So, are you saying we can't expect to see earnings in our lifetime?
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MR. KAGAN: No, that is not true, because you've got to take into account the American
entrepreneurial system. It isn't black and white. If an investor comes out and says, look,

I don't mind your cash flow helping to finance everything that is going on. I can understand
that you are not going to make 20% net after tax tomorrow, but I've got to have earnings,
which is true. Venture capital people want to see earnings. Its ali based on the stock
market, The final investors at the end, who set the price, have to see some kind of earnings,
so you have a situation where the cable industry says, look! O,K. ! we can't show as good

an earning position as we would like to because we just have to keep on building, but what

¥r

we will do, is we will use those methods which are available to us to show some kind of
reasonable profits, at least, increasing profits. Which is at least what the public wants to
see, when it buys the stock, so you find that a few years ago, a public company was selling

enough to have 6 to 8 year depreciation.

Now public companies are realizing that, in order to be able to show the investor some
kind of an earnings, they may have to go to 15 year depreciation and some analyst gets up
somewhere and sa'ys, its terrible, you know, liberal accounting, but without it, maybe the
guy does not get his financing at all, so you have -- that's one method. You have another
method, limited partnership financing, whefe a company says, look! since we know we are
going to get clobbered earnings -wise in the system, for the first three or four years, let's
let limited partners finance it and take the depreciation. Ileep it off our P& L énd our
earnings will look better. He will finance the system. It will get built, and after three or

four years, we will acquire it back from him for stock,
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In that way, that investor, who requires earnings on his P&L, in order to buy the
stock will be happy, and that investor who does it, you know, he is buying it anyway, so
just giving two examples between limited partnership or off balance sheet finanéing, and
certain accounting procedures, which can be utilized, there are a couple of ways you can

bring earnings out while you are undergoing heavy construction, and you've got to see this,

You have a company like American Television And Communications, which has been
doing very well, and it's been financing great, and people are lowering the interest rate,
and they are now fully financed to do a great deal of construction. They are starting in
Orlando, and théy are spending a lot of money down there, which is hardly bringing ia a
return at this point. The company has a balance to strike between increasing its earnings,
or showing a decrease while it, you know, brings these moneys on to their P & L; -1 think
you will see an attempt made at some kind of incremental earnings increase by the company
despite the fact that it is déing a great deal of new construction. It's going to be tricky if
you, you know -- you know what's going to happen. Supposing next year you get a terrible
stock market crash and a really bad economy and we have a precedent inthe broadcasting

industry, just to name one, and others to name practically any industry in the country,

If the stock market is crashing for technical reasons, for emotional reasons, you
don't show the profits. You can -- they write off more. 1970-71 had to be one of the great

write-off eras in history. People just decided to write-off assets that were laying on their
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balance sheet for 10, 15 or 20 years or whatever the number wis, because the market was
getting clobbered anyway. Perhaps, at some point in the future, we will have a market crash,
and somebody will write off some losses that they have taken in the cable system. But that

does not stop the vn-going process from building over a period of time.
QUESTION: What about the intangibles?

MR. KAGAN: Well, I think the intangibles are included in a thing like that. Intangiblés are
an emotional factor to a lot of people. The value -- you are talking now about the valuz of a
CATYV property, during and after it is being built, and I've gone over those numbers and I
see that one company has higher intangibles than another, and I have not . sen able to relate
it, And I've tracked the stock prices of CATV companies through four yzars now, on a
daily basis, of good markets and bad markets. I have not been able to find the correlation
between the intangibles of a company and the way it is valued by various investors. Sol

don't count it as a significant factor.

MR. SPARKES: I am Vernone Sparkes from Indiana University. I appreciate the f:.r rang-
ing economic discussion here. I have one of those relating to the economic penetration.

The issue has been hinted at several times, but I would like to amplify on it a little bit and

in so doing raize the question. In fact, it would seem to be that a company, a cable company
on one hand and a city group, or city government on the other hand, have different motivations

in regard to penetration and the economics involved. It seems highly likely to me that the
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cable company might be willing to stop off at 3/4 of the community six dollars, hypothetically
speaking here, six dollars a customer, where this serves its profit making purposes, which

you all emphasize, so much so nicely,

Unfortunately, this does not servethe purposes of some of the community functions
that many of us are concerned with, And the city government, perhaps, would like to see
cable companies get $4, dollars or $4. 50 instead of $6. 00 a head, and you get that penetration
up as a way of getting your pgofit margin. So, how do you get around this basic conflict of a

way to proceed. It seems to me to be a very definite economic question.,

Now, relating to this, and maybe there is really no answer to this and maybe the answers

are all legal, but for such as somebody has to say, I'd like to open up the question. Are there
possible ways of accommodating or facilitating fuller penetration by, 1 don't know what you
would call it, subsidization, differentiation of rates? I realize the wormimess this opens up,
but given a conc a, this has been brought up many times in this conference, in this room,.
Alotof whatwe are talking about really does depénd on’full penetration and if we are talking
about 50% penetration, well, its a different ballgame. If you want to talk of full penetration,

what about economics involved here and how do we get there? What are some of the possibilitie

MR, KAGAN: Cne of the problems‘is that you are assuming that there is a great deal of price
elasticity between, you know, what people are willing to pay and the number of subscribers,

and I am not really sure if it is that elastic. The full penetration though, is another problem
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in terms of semaniics. Full penetration to a cable operator means one thing; full penetration
to a city means something vastly different. The cable operator is happy if he can get this

50%. It wotld be delightful if he could get 50% in the bottom 50.

I think one of the ways of doing it at least as a start, is to make the assumption that
all cities nowadays are going to have all of the houses passed by cable. I don't think that cities

are going to permit operators to crefm or skim off part of the affluent suburbs.
A PARTICIPANT: How can you be sure that it's off?

MR. KAGAN: You can, you can, you just make it mandatory that every home is, you know,
at some threshold. If there is u guy, you know, a density of one perv mile because you got
clods in the hinteleands, you know, you have to compromise a bit. But, I think there is

going to be that requirement and I think it is what the FCC says.

MR. WILSON: I think you should recognize that because of its capital intensive nature, Cable
you know, the 100th% guy who is on, is a lot more profitable on an incremental basis than -
the 50th %, so when you say that the cable operator is happy with 50%, I sure as hell hope
that the guys who are borrowing money from us don't think so, because they are using --
they nced damned near just as much money to penetrate 50% as they do 100%, so why throw
the other 50% away? The incentive is there to get as much penetration as you can, and I
think you got a problem that is not a price elastic business. I think, to é certain extent it

is, but perhaps a little more price elastic than the telephone, which I think is probably not

too elastic,
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MR. BERTMAN: I think, though, here a very good point was raised. Obviously, the cable
operator with any given fee structure would like to have the greatest penetration he can.

On the other hand, and I think it is also true that in middle and upper income areas, the
price elasticity is not enormous within the range considered. But, it is a very good question
asked "if the cable is going into poor neighborhoods, how is the price elasticity there and
maybe it's quite considerable. Well, it's in the best interest of the cable operator owner

fo 1 . . imize net revenue. This does not mean that he ﬁecessarily is going to do good in

the poor neighborhood because to do so, he may find it best to charge six dollars, and have
25% penetration, compared with charging 4 dollars and getting 35%, something along that

order.

I think this gets into the issue again of subsidization., If Cable, in fact, is delivering
sérvices that we would like to see go all over this city, the question is '""do you force the
cable operator to charge less to everybody, so that evervbody get the services, even though
it hurts his economic situation, in fact, can you? And I am not sure that that is a good route
to go. It would seem that the best route to go would be to let's say charge less in the poorer
neighborhoods. Maybe the cable operator would like to do that, so that they could receive
the service, but then explicitly realize that you are subsidizing those people.

This might even be to some extent an argument for municipal ownership, since the
municipality, if they are good economists, and are realistic, might be able to do far better

than the cable operator who is quite rightly interested in his financial picture. And the
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social benefits certainly don't accrue to him in any form where as they certainly do accrue

to the city if they are looking at it from their viewpoint.
MR. WILSON: I think the basic price discrimination is going to have some legal problems.

MR. KAGAN: Well, it's just not going to work. But, you do have, it you offer more than
one service, as thé telephone company does for instance, you sort of pay a basic fee for
getting the highway into your house, and unfortunately, that's about the only fee that is
. collected now, with the excepticn of the extra set charges. But if you give the consumer
the discretion of putting bells and whistles on at extra cost, you overcome some of the
problems, you get some indirect subsidy, méybe unfortunately, that the bells and whistles
are the services that you sort of in an elitist manner decided that the poorer people in

town ought to have, But that is of course a real problem., But the basic structure is there,

I think, for building in some price discrimination.

A PARTICIPANT: I think the danger again, is that, you know;-we have the concept of sub
costsl. If all the operators today, the greedy entrepreneur, if you will, thought that he had
an unlimited license to go in and build in the most profitable manner, he probably would

have a much easier time raising his capital and getting the job done, than if he is constrained
before he ever sinks his capital by known’ intentions to limit his return, to impose other

restrictions on his growth, his profit growth.
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_ I am talking about, and it probably will SlO\‘N down the advent of cable systems, which

is kind of self defeating. Now, what I am saying here is that if none of us in this room today
had any idea of making, as the gentleman from Nashville, I guess, mentioned, any constraints
at all, the industry would probably run wild. In other words, it would be very high wide and
handsome, and easy to finance, but if mday, we in this room, if we had fifty city administra-
tors that said '""O. K. you guys'" as soon as you reach this benchmark, we consider that you

got enough and we are going to regulate your rates and we're going to demand this service,

we're going to make you wire where there is ten homes in a mile, wire the whole city, which
is economic insanity today in most cities, then I think that immediately, my job the next time

I go see Grant Wilson, to get a loan, is going to be very, very tough and is going to slow

it down. Once we, as an industry, have sunk our costs, and have done our thing, you, as the |
city administrators are in a much finer bargaining position after it's there and the costs are

sunk, and is an on going deal, to ask for the services that you probably rightly deserve.

MR. WEINBERG: One last comment from Mike and we are going to have to break as the

buses are downstairs.

MR. BERKOWITZ: [ am Mike Berkowitz. I am a consultant from San Francisco, Just let me clarify

my background. I have some comments in answer to some questions. I was with Pulp and Company |

and their cable systems which were regulated --1 was with the FCC -- [ have been doing a lot of
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consulting work for cable operators, and currently I am doing a model for the Department

of Commerce looking at tne services and doing some work for Rand on franchising processes.

I guess on cities, a couple of things about cable, one of the best controls that cable has,
it's a local service, if it does not doa goodPR job, if it does not offer services that are in
demand it is not going to make any money. And, also, because of the uncertainty of many of
the cable services that are being mentioned as an economist, the only real way you can adjust
for uncertainties is letting him work at the‘site. If they don't like it, the prices are too high,
they are not going to want it.

Thirdly, while Cable may be the fact that without. -~ there are many, many ways which
a franchise can be let. Canada has overlapping boundaries. The first system that gets to
the boundary first oxtends its franchise there like a 100%. Seattle people can apply for a
franchise. They apply for a 50 square rnile radius. They have to build it and turn it on
before additional (it sounds like "efforts'). As a city, you don't have to let the franchise -
for the whole city; you want a company to come out -- you point out where he is to compete,
There are a lot of methods where you don't have to worry that the cable operator is going
to -- (words lost) and even if you let a good franchise, then you have also got to look at
what are some good solid objective material we can develop for evaluating an 6perationa1

performance.
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I guess also, on franchising, Ed, you can either agree with me or disagree with me,
you can't always look at what is the best cable market and then go after the franchise. You
would love to do that, but the question you have to ask is -- how much politiczl clout we have
in that market and weigh against what is the cost of going after the franchise. Franchising
costs have gone up at least 5 fold in the last 5 'y4ears and maybe that is probably good for the
larger operators because the little small guy can probably not afford to go after the franchise
and because of the anew FCC rules. that have laid certain ground rules, it is probably going to

reduce thecost of going after franchises.

I think the cable operators, their main concern with cities is set the ground rules
before we go in for bidding. We don't care what they are but we want to know what the
(it sounds like ""games mogler') have in the play, and make them flexible enough so that
we can use our creativity in making the bid. I mean like one thing is supposedly cable,
people say that we are in *he business of cable and we ought to know what the input require-
-ments are. So therefore, give us the output requirements and tell us how many channels
you want, what you want to use them for, but don't tell us yov need 12 ,technicians for the

local origination studio and things like thir, let us decide that.

I guess also a question was asked about research, and demand for new services,

well 1 guess if you look at profitability you have to look at both cost and demand. The
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easiest questions to answer is cost, and I was looking at technology. The hard question

to answer is demands for new services. You don't know, the best you can do is go out and
ask additional questions about various services, and even once you have got that demand,
let's say that in the software end, where is the software coming from? Ed, do you know
how much you are going to have to pay syndicators and you know what programs you can
get? You know, with respect to the TCC rules on various types of programming and sports?
You are locked out of an awful lot of programs you could bid for and those prices are not
going to go down unless the syndicators know hcw large ’éheir markets are, because they

are afraid of retaliation from the broadcasting industry.

I guess the thing is I have never seen any good demand studies yet from various news
services only because at this time it is really attitudinal. It is just like asking a guy what
do you prefer a Cadillac or a IFord? The next question is how much are you willing to pay
for it, you know, as you would like to charge a user's charge for these services, but you
are trying to re-adjust so that because of that you ars going to charge a flat monthly fee for
some services and in this way you can better estimate what your revenue projections might
be. There is no uniform canning standards in the industry. As Paul was saying, there are
lots of ways that you can manipulate, aﬁd I don't mean that facetiously, to get various bottom
line figures. The question is the lenders know what they are, the cable operators know what

they are, and they both live with that and then they look at what they can do.
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A comment made by Lee is what a city has to do is look at the possible costs and benefits
of goods, say Cable -~ cable TV, treated as just another communications medium. As such,
it is not an answer in itself by any means, and I think the city is probably the best place to

access community needs in interest to communication.

The FCC sadly to say, is tooinsulated from accessing what public interest is. The
local citizens never make it to the FCC. They don't know how to talk to the Commissioners.
They don't have thé money to go file various types of pleas, so it is up to the city, The
attitude of the FCC was that they have a magic word called ''grandfather' -- if you do some-
thing before they pass the rules; you can continue to do it. But if you haven't done it already,
and now that they have new rules, you are going to have to at least live by them. And what
they said is that these are minimum standards; you can do whatev_er else you want to, but you
are going to have to prdvé your capabilities. You are going to have to prove to us that you
are capable enough of performing what you want the cable systems tn do. And as Lee also
said, whatever rgstrictions you put on the cable system, somebody has to pay for those

restrictions and restraints and usually the burden is going to be passed on to the user.

At this time, a lot of the burden I feel is being passed on to the cable operator. 1
don't think any cable system in the country, as an economist would say, is a true profit
maximizer. You are ( it sounds like ''satisfiser”). Omne point is that the monthly subscriber

fee for traditional services -- it has no relationship whatsoever to the cost of building that
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system or the demand for the product -- it is something that somebody started 10, 20 years

ago and charged five dollars a month, and basically that is what they have been living with,

I guess the other question is even though the sérvices -- there is demand for services
and they can be developed, and as Paul stated, now we are going to have to look at the distri-
bution systems. You are going to have a completely new ballgame when the satellites go up, and
and specialized common carriers are here. Maybe that is one way to save the railroad,
because a lot of specialized common carriers are trying to contract with the railroads for
right-of-ways on their property, and I think the thing that is thoroughly needed, which I don't

see in this room, or in the conference very much, is government participation.

Just look at how the railroads got stared. The government had a lot to do with how
they got startea and either directly or indirectly gave themﬂlarge subsidies. I don't see
this happening in Cable. I guess, maybe if Nixon had a lot tighter race, he would have put
some money in the swing state for a model cable system, but that did not happen even though
we can talk about it, so I guess there are a lot of problems and at this point, hopefully with
the conference, I assume what MITRE is doing is make city people realize what some of
the problems are and hopefully be able to walk away and start asking some of the questions

to people that represent these various groups.

MR, WEINBERG: Let me just make one conclusion and then catch a bus.
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In summary, one of the points I think that came out strongly and I am glad it did,'
was indeed the "'golden era'' of Cable is dead and Iwould like the audience to realize that
it is dead and I also would like the operators to realize, those that are around, the cities
are concerned about Cable and in some cases, perhaps more than they should be, and
in some cases less than they should be. But there is a fine line of negotiation and discussion
with operators to reach some sort of conclusions that the operator, the city, and importantly
the consumer, and the public can be happy with, over the life of a franchise, which is for ¢
15 years. No matter what anybody says, it is harder to get rid of, you know. Cities are
becoming aware that they have been taken. They are over reacting, perhaps, maybe they
are not, but if everybody tries to understand what Cable can do, what it can't do, what it
costs, what is practical and impractical at this moment in time, and even in the short horizon
of the next five to eight years, then perhaps more realistic ordinances will he developed and

some way of getting some agreement out of the operators and the cities will be reached.

We are over our time and I thank you for sitting in on the panel. (Applause)
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MR. WEBSTER: (The chairman had already started talking before the tape recording had
begun so he continues ) ......who is not quite here yet, Dr. Otto Hetzel, of Detrcit. I,

oh, he is here. O.K., that's good. Well, why don't we get started anyway.

My name is Winston Webster and I am with the Cable Television Information Céenter.
This morning, I'm sure you all know, we are talking about public ownership, myth and
reality. I hope everyone can see me if I sit down. If you don't, you are probably better
off. So we're talking about myth and reality of public ownership. We've -- our job here
basically, is to kind of examine the issues and. to getas much as possible into this contro-
versy, one of the most emotional, and certainly one of the most controversial issues in the
field of cable communications today. Now we want to try to get as much as possible into
basically -- what is municipal dwnership -- what is causing all the controversy? Is it the
specter that it's often made out to be by members of private industry? Is it the gold mine
that cities see it as -- many cities? Is it, as some public interest groups have stated,
possibly the only way to achieve the maximum benefits in terms of services that Cable
can offer, or possibly the way to destroy cable and limit its benefits?

Discussing this issue today. I've got, we've got five speakers, and I want to have each
of them speak, at most fifteen, and hopefully about ten minutes. My style basically is to
allow as much as possible audience interchange. I think this is a very important issue and
I'd like to hear views as well as questions from those in the audience, as well as interchange

between the panel.
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Starting on my far left is Douglas Jarvis, who is with Metz & Jarvis Assoc. Inc., a
‘ cable énnsulting firrn. Next to him is Jack O__'Neill, of The MITRE Corporation, followed
by Richard Loftus, President of Amvideo, cable owner; Mr. Jerry-Minford, City Manager
of San Bruno, California and Dr. Otto Hetzel, who is with the Wayne State University School

of Law, and who is on the citizens Cable Panel in Detroit.

Now our order is going to be slightly different than the way we're seated. I am going
‘to ask Jack O'Neill to start. He is going to talk basically atout ""Managerial Financing Aspe

of Puitlic Ownership'', Jack?

- MR, O'NEILL: Thank you very much. The program says a lot of alliances have been forme
on different sides and when you start to add them all up -- there aren't too many on the publ
interest or mu.icipal side at all, and yet that's the sidcz that I am going to take today. Being
'a systems engineer, I tend to try and structure things a little bit so that you can get a feel f
what part of the problem we are talking about. I find that there is quite a bit of emotion tha
comes into it and comments come up that jump from one field to another, so ilf I may, I

would like to explain what we are not talking about.

We are not talking about the private cable operator, the independent operator. We ar
not talking about the multiple system owner, that's the conglomorates, those that own syste

geographically dispersed and put together for financial strength and so forth. These types
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of structures of ownership can have their own set of problems, advantages and disadvantages.
The title here is public ownership that does not mean municipal ownership only. What we are
talking about here is a variety of ownership arrangements in the public interest. Municipal
ownership is one, subscriber ownership is another, that is that the people who are on the
system actually own the system anﬂd operate it, We are talking about authority type owner-
ships, like the Tennessee Valley Authority type ownerships, or profit making ownerships,
such as the Communications Satellite Corporation. So these are the general categories of

ownership arrangements that might be available.

There are hybrids among all of these, each with their own advantages and disadvantages,
and I will talk a little bit about that, Finally, in the public domain, you can talk about each
one of those ownerships being in a common carrier type status or a non common carrier
type status. Just for the sake of a reference point. We will define common carrier as the
separation of the owning and operating of the system from the programming, I mean, the
programming that goes across the channels, the information transferred, regardless of its
source. So you have basically, three or four public ownership arrangements that are possible
straight forward; you have hybrid arrangements of those; you then can talk about the common
carrier and the non common carrier. Now, what I have been asked to do is to try and talk
a little bit about two major subcategories of each of these, namely; financial arrangements

and management arrangements. They are probably the most important part right now,
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The financial is where the action really is. There is no question in my mind that once
you have mentioned a type of ownership, just by mentioning it, .you automatically put a mind
set on a completely different set of financial arrangements. For example, if I say municipal
ownership, I am sure you will jump into the idea of some type of municipal bonds, revenue
bonds, with interest rates that are significantly different than a private entrepreneurs. If

I talk about public interest, you get a little vaguer it's not clear exactly what that means.

In the management area, and I'm just covering it very generally now, we can talk about
program control, day to day management, and the content of the programming, you know,

what it is. :

Nov/ in the financial arrangements,' economic models are available in the community
to find out what type of pro forma arrangements can be made to determine whether or not
people will invest in it. They have basic terms in them which are common everywhere,
~t's a capital intensive industry, front end capital intensive, meaning that the monies have
got to be provided in large quantities in the beginning, with very little chance of getting any

type of revenue flow out. To get that type of corporation going, you have to borrow money.

There are different schemesinthe economic models -- just to find out what your taxes
might be, your interest on the money that you borrowed; even the overall economic viability

of the system can be determined to some degree right in the beginning,
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If you take a public interest flavor and you want to make sure that everybody participates
(this does not mean that everybody has a cabie in front of their house, but that everybody is
on the cable). You have to consider some type of subéidy arrangement, There are very few
systems, if any, that can say that they will bring everybody on board and maintain a profit-

able situation, and we will talk about that in a little bit.

So you have the problems of raising capital, negotiating loans, providing tax structures,
depreciation schedules, and all of the terms that the financial community are going to make
their decisions on. There is the question of allocation of profits, where they go and what

they are used for.

One of the day-to-day type situations that the citizen really is interested in is how much
it's going to cost them to get on to the Cable. ¥You take the revenue from any cable system
and you start to now say how am I going to survive in the world of economics? You can take
two tacks as an extreme (which neither one of them normally is you have to find the middle
ground in between), you can give the service away free, and you'll get just abdut everybody
on board, but you will get very little revenue, or you can charge a lot of money per sub-
scriber, and here you get very few people on board, and again, low net revenue. Between
the two, there is a produc‘t of the amount charged times the number of people on board, where
the revenue is maximized. This is a very critical point to identify. You then comparetthat
with what it costs you to operate the systems, its tax, its depreciations ard so forth. You

subtract the two, and the difference, in general terms, is called profit.
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Generally, in urban areas strict economic analysis will lead ybu (I'd like to restrict
the conversation a little bit, if I may to urban areas), to the fact that soméwhere in the
ballpark of 30 to 50% penetration will provide just about the same amount of profit or
revenue and it will be maximum. As you go past that (these figures have tolerances on
them. I don't mean to be very strict with these numbers) but if you go much past that and
particularly if you are trying to ge’ into the plus 70% penetration level, the profits tend to
go down and in fact, as you try to.lapproach the 100% level, they go negative, or you are

in a ve ry losing type situation.

If you have a desire to be a profit making concern, you would tend to maximize the
revenues, and you would tenrd not to push for 30 -100% of the subscribers coming on board.
It's a natural center of gravity for people, a pdint for people to gravitate towards, so the
subscriber fee is very, very important and that is one of the very first determinants --
how much should you charge? It depends on your interests. Are you interested in getting

a lot of people on board or are you interested in maximizing reveuues.

There is a school of thought with the profit makers that says that they would like to get
the penetration as Bigh as possible, because then they can sta:t to be independent of sub-
scriber revenue as the primary source of revenue and get seriously into advertising type
revenues. If you have a lot of people on board, there are many more things that you could

do, and probably in the long range that's what will occur, but not'in the near term,

90




The services that are provided is another thing. Yesterday you zaw presentations
a variety of municipal type services, traffic control being one, the communitf igformation
type centers being another, the pclice call boxes, selective power control and a variety of
things like that. These types. of services are generally not the first line of concern of a
profit rﬁaking corporation. They are not going to be pushed as a large economic service to

begin with; its's a municipal function generally considered, and it's left in that arena.

You can also talk about what happens to the revenue once it's made. You can put money
into programming and now you start to get into a tough area. If it's a municipal owned system
and your »srogramming, that is providing funds for programming, you have a specter of the
municipality or the public -- or any governing body doing programming in the entertainment
or broadcasting type of industry, which is not a very favorable type of concept. However,
if you g~ into the common carrier type idea, you can then talk about separating the bowning

and operating.

There are arrangements in the hybrid area which I would like to talk about just very
Quickly, and that alluded to, a profit making. corporation running it and a community type
group doing the programming. It allows some type of s‘ingrle versus multiple franchising
capability to be considered, local control, local participation and such. You can have the
mirror image of that -- you can have a not-for-profit type of group like COMSAT or TVA or

something like that running it, and have the programming itself done by profit makers.
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So here you are stepping into the arena of the common carrier where you have people,
or industries, that are being set up right now, performing many of the functions that the
cable systen.l will have to do. Cable systems, in general, are really a conglomorate of a
lot of small differeut services, and companies are arising to do these types of things. What
I am referring to here is that once thg rules and regulations get put together, or even the
year before, when it looked like;. they we going to be put together, there were a little over a
hundred different firms formed to try and coalesce all of the programming sources that
anybody could think of, whether they were movies, whether they were videotape, casette
libraries, or what-have-you, community programming. I think that there are probably
less than a dozen that have survived today, but these are complete industries that do not --
are not worried about who owns the system, and who operates it, but ‘hey can sell program-

ming on a profit making basis.

I think that it is very tough to talk about any one of these arrangements, these public
arrangements, whether they be municipal owned, subscriber owned, or TVA or COMSAT,

and then throwing on top of all of that the common carrier, or the non common carrier aspect.

Independently, it is not only the financials, but it is the day-to-day managemént, the operation
of the system, and programming that goes on. And it is the interrelationships of these that
I think you'll find that most of the discussion is going to wrap itself around for the rest of the

morning. I'd like to leave it there, if I can. I think I've hit the 10 or 12 minute limit there.
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MR, WEBSTER: Thank you Jack. Prior to going on to our next speaker, I'd like to have an
announcement that I must make, I suppose. There is a tan Dodge that has its lights on,
Virginia license plates CTZ 316. So if anyone has a tan Dodge with that license plate, your

lights are on, you might want to turn them off.

I was a little bit -- we were a little bit unfair to the next speaker -- I was a little bit
unfair to all the speakers, but especially to Doug Jarvis, unfair in the sense that we did not
tell Doug until the very last minute that we wanted him on the panel. I felt that the one thing
that we needed most was someone who had been in extensive contact with financial sor 'ces.

We need to talk about finances of cable, specifically about the marketability of say r .nicipally
owned systems, municipal bonds, etc. Doug Jarvis is with a cable firm, and has been in cable
for quite some time. Presently he is a consultant, and he has a good deal of contact with
financial sources, and I've asked Doug to talk very briefly. He doesn't even have to talk 10

minutes, about financial sources and what people are telling him. Doug?

MR, JARVIS: Thanks Win, I have a problem. IfI put my glasses on to read, then I can't

see the audience, but I've opted out for my reading glasses.

Mr. O'Neil broached a subject that I was not prepared to falk about, but I think I will.
I'm not an expert because I don't know, I am an expert because I know nothing ahout the
subhject, so I am going to make a couple of extemporaneous remarks about the idea surrounding

the public corporation as opposed to municipal ownership. I had done my homework
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just on rriunicipal ownership. My experience is with selling practices basically, other than working
with ‘operators, who have sick cable systems, with financial institutions who are -- who come
to us and say all right, we have a proposal here from a cable-operator. Are the projections
feasible? Are they going to do things right? Are they capable of handling what they say they
are going to do? And in that context, we do have a pretty broad range of frieﬁds in;_th_e fin- 1
~ ancial community, both on Wall Street and in the long term, lenders who don't happen to be

| on Wall Street, and so I qu:ékl" called them, because I know nothing about the municipal

bond market myself. I'm not in that tax bracket, so I don't buy thern, and they are not gen-
erally part of the CATV funding package. And the answers I got back were almost unanimous,
and they were from both people who market cabie television, excuse me, municipal bonds,

and people who purchase them, banks particularly,

Thzir answer basically was yes, there isn't any real problem at all with a city issuing
mﬁnicipul bonds to build a cable television system., Certainly if they can do it for-an electric
company, they can do it for a cable tesievision company. There are problems though, and
they don't relate to the issuance of the bond, they relate back to the potential risk that the
municipality takes, and also in the prohleims that may arise in actually marketing the Bonds -
themselves. And the gut issue that the marketers and the buyers both see relates back to the
very thing that our clients come to us for. And that is, there is a general question about the
viability of cable television as it hits the urban markets. It"s quite one thing to go to a mount-

ainous town. I happen  to live in State College, Pennsylvania, and, without the cable television
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system, we get, if you're lucky, channel 6 from Johnstown and an extremely bad translator,
owned by a malcontent apartment house operator, who doesn't like the cable system, who gives
us 2 UHF channels. And I'm not a television fan particularly, but there are things I want to

watch, and the only option I have is with the cable, so we can get the New York stations.

In a situation like that, there is no question about what your revenues are going to be.
You have a very high probability of doing exactly what you are going to say -- what you say
you are going to do, but when you talk about trying to project what is going to happen and even
something approximating an urban situation, you are not only on dangerous grounds of fore-
casting revenues, but you got a hideous time even forecasting construction costs. The net
result of that is that the people who market the bonds say well, the guys I go to are going to
buy these things, are going to ask me this fifst. How good are these bonds going to be?
Forget for the moment who issued it, how good is the bond going to he? I can access a toll
road bond, you know, I can have some feecl for how many cars are going to go back and forth
and I can look at the track record of other municipal authorities that have issued bonds, and
I can look at a water bond, and I can check water resources, I can check the demand for water
in the community, and the various types of municipal funding that come along, I have some
sense for. But you are now asking me to buy a bond, in a brand new industry, which has no

rral track record, in the area which you are asking me to participate.

95




I turn around to my financial friends and they are also trying to sell me cabl'e CATV
excuse me -- cable television investments. But they happen to be higher risk, - high yield
investments, and on one hand I have low yield low risk investment; on the other hand a high
yield, high risk investment, ind I am not sure we are talking about the same animal. So
they sense that there may be some problems in municipalities after selling the bonds in large
quantities. The main cénccrn thougl, is not so much with the effect of selling the bonds.

Mr. Annicelli, next door, of lL.oeb, Rhoades, will tell you he can sell them all day long and
I am sure he is right, but what happens if the city finds itself in the situation of having to build

a cable system which is not a financial success.

If you think this is not a real possibility, I can direct you to a number of very large
United States profit making corporations who have cratered in cable television, and they
haven't even tried il in areas that are as tough as the areas that cities are going to be
operating in. So, I think one of the gut questions the city has to ask is, is this the kind of
business it needs to be in, and in fact can it afford the price of a bad bond rating, which
would be the cost, basically, of having issued cable television bonds and having the system
go sour on them? Or if not go sour, not have met its projections, and thus be in the situation

where out of general revenues, the city has to make up the difference for the bond funding?

I want to talk for a minute about that general subject, the specter of a fiasco and then
also raise a couple of questions about the kind of operation the cable television system is,

right now, and whether or not it is really germane for a city to think about it,
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The specter of a fiasco can happen more than one way. It can happen, as I just mentioned,
in a system that does not come out the way that everybody expected i’ to. I mean, you can have
people all day long that will differ on what's going to happen in the future, so there is no real
way of predicting what's going to happen, but beyond that there are a couple of other situations
that I think need to be discussed. One of those would be what happens if the city issues revenue
bonds to build a cable television system and happens to beinthe SusequahanmRiver, and is thus
H‘arrisburg. Has a major disaster, two or three years after the bonds have been let and it
suddenly finds itself having to raise another very large sum of money, for cable television,
to repair and replace the system and at the same time has got a phenomenal problem trying
to raise money to repair streets and things. I think ii would be then a question of priorities

in the city. And the only people who are really going to suffer in a situation like that are the

city government's bond rating and the citizens. I think it's something that must be talked about,

The other one, or another one, has to do with the nature of cable television -- we are in
very ''nacet'" technology right now. I know in my own operating system, in my own operating
experience, I had one very unpleasant system which required our company to come back, a
year after we had built the system, and take out every piece of electronics gear that was in
the system and replace it at our own expense. We felt an obligation to the town to do it. The
equipment simply did not work and there is no way, I don't care what kind of contract you write,
that you can avoid the potential for that kind of disaster. It does not happen very often, but it

can happen. The city would look awfully bad if it had to come back and rebuild a system it had
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just built, On the other hand, and more particularly as it relates now, technology is changing
so fast that the city might find itself five or six or seven years after having built the system in
the position of having to redo this system for technological reasons. And again it is a little
embarrassing to the city and, particularly since most cities don't have an unlimited amount

of funding capacity, and to have to come back and use some of that narrowly available funding

ability to redo a cable system is embarrassing.

There is one other specter1'd like to raise. It may not be a real problem, it may
be somewhat theoretical, but then I think, some of the successes that are projected from
municipal ownership are also theoretical. If a cable -- if the city would aliSW itself to own
a cable television system, and to run it, I think they might find themselves up against the
specter of an over cabling situation. It sounds a little strange, but realize that the Com-
mission has said it will not allow, and I don't know whether they are talking about de facto
or not, but they will not allow an exclusive franchise to be granted, and the effect of that
is , that if there is a franchise in town, a2nd I come in, as an operator, and want another
franchise, the city would have a little difficulty not granting me one. Now that's if there
were two cable companies in town, they'd nave to say yes, you two guys go at it, if that's
the game vou want to play. But what heppens when it's a city who owns the cable television
System, and I suspect in most cases, it's going to be cities who own their own municipal

electric coinpanies too, because I think there will be a natural glut process there.
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They own most of the poles in town, and I come in and say I want é franchise, I want to
overbuild you. The city, if it doesn't give me a franchise, and doesn't allow me on the poles,
is in a ludicrous posit’%on of being in restraint of trade, or potentially anyway. It's strange
to find a governmental agency in that kind of a position, but it's a possibility. On the other
hand, if they were to come and say all right, here is a franchise, here are the pole":,;, come
and get it, we would get into one of those hideous nasty blood baths in which no one wins.

The city would then find itself in an obvious position of not being able to meet its funding
requirements, and again face the perspective of bad bond rating, and if there are any natural
resources owned by a city, one of them has to be its ability to raise funds, so I think there

are problems here that you've got to realize can happen.

The other sort of comments on municipal ownership tends towards the operation of the
cable felevision system, and I view the specter -- I got the giggles last night thinking about
this, and I don't know if I can really give you the full essence of it, but most city people, and
those involved in government are by nature fairly conservative people. The people in this
room are a pretty good example, and I cannot imagine the specter of the city salaried CATV
direct salesmen talking -- a sales manager -- talking to the city council aboui how penetration
of the cable system is going, all decked out in his full regalia of white patent shoes, and a red
pair of pants, and a purple shirt, and a lovely white jacket. Now, if you think -- oh, let me

throw a couple more at you -- he is 6'3, he weighs atout 280 lbs. and he has got a beard. If
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you think I've méde this up, I have just described guy who runs a small cable marketing
company that my partner and I own. He is very successful at it, and he is very adept.
But it is a different kind of breed, and I'm not sure the city is going to be in a situation
of being able to access his capabilities rationally, because they don't even have the com-

munications of dressing alike.

You also have the problem of this gﬁy having to have a rather free swinging ability
in his actions. He's going to be able fo shove the guys another buck to get the quota for
the week. I won't go into all of the little myriad details, but they simply aren't the function
of a city government, and I can't comprehend a city government that would be able to handle

that particular kind of a situation. Beyond that, I think there are some other practical problems.

Kl

One is generally the marketing question. It strikes me as a little strange, although I'm
certainly open to studying the question, that a city would want to be in a business that requires
direct sales towards initial success, -and if anybody here thinks you can build a cable system
today and not get involved in direct selling, door to door, knocking on doors, then you better
study the question a lot harder than you have studied it, because you simply will not get the
penetrations unless you do. People are not banging on our doors today saying please connect
me to the cable -- that's a by-gone day. So you've got the specter of the city sending its own
salesmen out, again it perhdps may be all right in a couple of situations, but I think people

need to access the possiblity of it.
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You also have the pragmatic problem of past dﬁes. Now it's qﬁite one thing to disconnect
a person from the electric service, when théy're past due. There is nothing emotional about
being disconnected from your stove and your refrigerator, that's a fact of life, and I suspect
the people to whom that happens are used to it, and they learn to live without the stove and
the refrigerator. ButI don't think you have ever met the emotional bias of a person whose
television has just been taken away from them. It's a hideous thing, and I can't helpbut wonder
what the city is going to do; during an election year when particularly,‘»‘iﬁmcertain sections
of the city, and ] am not pointinguto lower income sections, I am talking about the nicer income
sections, where people are not living within their means. What happens in an election year
when these people let their bills slfde, frdm 30 to 60 days, and you got the terrible problem of
saying, all right, do I let them go for a while, and not cause a political fight, or do I start
getting tough and disconnecting them? You then have a political issue on your hands. It relates
only back to yoiur ability to meet your funding requirements, and I think it's something you've

got to access.

There are a lot of practical problems involved. The final practical problem -- I could go
on for a couple of hours, is particularly as you get to larger and larger cifies, you are talking
about a very, very unique kind of guy to run the operation, and to head the functional areas.

It simply is not possible, particularly in the building stage, to bring in a tyro and say "build
us a cable system.'" If you are smart, even in the developmental stage until it is somewhat

saturated, the guy on top has got to know what he is doing, and that's certainly true of the
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functional people too. It is not just a question c¢f knowing hew the techniques of cable television
work, it's knowii.g realistically how much work you can get out of your employees, because if

you don't you got too many employees.

Well, that's fine and dandy, and the answer is run out and hire somebody who is éXperienced,
but again I face the specter of the city council hiring a city manager -- firiﬁg the cable system
manager because of the prices these guys can command right now, they make about twice as
much as anybody else in the city government, and literally as the system gets larger aﬁd
larger, a heck of a lot more than that. If you were going to build a system in Washington, I
can't conceive of you hiring a manager who is capable for the city of Washington for less taan
70 or 75 thousand dollars a year. I simply don't know anybody in the industry who would take
the job for less than that. You don't needit, you don't need the problems, so you've got an
emotional problem on your hands. I'm not saying it can't be overcome, but I think it's a problem

you've got to overcome.

MR. WEBSTER: Excuse me for a second, Doug. I'm going to take the prerogative of the

chairman you've spoken about, ten minutes.
MR. JARVIS: Good, let me throw one thing at you.

(R

MR. WEBSTER: Right, then you'll conclude.
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MR. JARVIS: I will conclude by saying that in the general area of public corporations, not
-municipally owned, you've come right back to the very inherent problem of funding anything
vin cable television that's one of risk, and I.think you mu;tst ask yourself, even in the public
corporation, how in heaven's name are you going to fund at least the equity portion of this,

in a higher risk situation, because it's all fine and dandy to say well, we'll do it as COMSAT
has done it, but COMSAT is a profit making venture, u'nabashedlﬂr a profit maki.ng venture,
and yet the rationale now for the public corporation owning a cable television system was not
profit making. It was in fact quite the opposite. It was to take the profits that might have
beenlgeinerated to go to stockholders, and turn it back into social services, and you thus have

my definition of a non profit organization and I question whether or not you can really raise

equity funding upon which to overlay in a situation like that.
MR. WEBSTER: Thank you Doug.

You've raised a lot of concerns that I hope we'll get into later, both in terms of the

next speakers and in terms of our audience interplay.

We've got a unique opportunity here. Our next three speakers are gentlemen with very
different views about public ownership of Cable. We've got Mr. Jerry idinf~~d, who is the
city manager of San Bruno, which actually has a publicly owned cable system. We have Mr.
Richard Loftus, who has been in print, quite vocally opposed to, I suppose that is putting

it mildly, Dick, to public ownership of Cable, and we've got Dr., Hetzel from Detroit, who
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is a member of the Committee, CATV Study Committee, appointed by the Common Council
of Detroit, and they came up with one startling conclusion. Their thinking was that cable
communications were so important, so vital to the future of the citizens of Detroit that they

should not be laid in the hands of a private commercial operator, entirely.

I want to hear these threz gentlemen in the order that I have just spoken to them. First,

Mr. Minford, then Mr. Loitus, then Dr. Hetzel.

MR. MINFORD: I am going to modify my original comments somewhat in light of some of the
comments that have been made previously, but some of the things that I am going to say are
‘reflected somgwhat in the comments here today.lonly those that I am going to refer to took

a little different approach to it. Mr. Jarvis, I think, has a little iﬁadequate information and
knowledge about the -- and understanding of city government and how it functions,. and is a
little bit naive about these politics. He obviously has no* seen very many of our planning
directors when he talks about us wearing -- not being abic to talk to people who wear wild
clothing, or wild hairdos, or happen to w2zar a beard. Understanding is not reserved to the

private sector, acceptance is not reserved to the private sector.

I'm going to talk to you about the San Bruno Cable Television experience, and the private
CATV operators efforts to discredit the success of that system. If my comments seem a
little barbed, it's because we have been rather badly maligned throughout the industry and

I'm going to take a couple of good sharp pokes myself.
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Cable ownership is a good investment for the people of San Bruno, California. This is
a community of 37 thousand people, Like many cities, we were approached to granta TV |
franchise. Our initial response, without investigation, was, who in the hell can make a
profit on cable television when we sit only five miles frém TV transmitters for five stations,
and we are within 30 miles of four additional stations? A brief investigation paid off for us
however., We learned why our franchise was so eagerly sought. The profit picture was so
favorable that we thought the citizens of San Bruno were giving away such a profitable mon-
opoly in exchange for a rather rheager return from the private cable television companies.
This seemed a bit unfair to the public. The right to franchise and use the public rights of
way throughout the city belongs to the people. The best possible use in return on the use of
those rights is a justifiable goal and position. Added to that is the desire to bring the best
cable service to the community, and to be prepared for those future uses of cable television

that may develop.

I did not have the benefit of yesterday's meeting here, but I have in other seminars,
and I can only assume that you have already been exposed to some of the great problems
of television, either here or elsewhere. If you were to listen to private television companies,
you get the impression that most cable television operations are marginal at best; that'
why they compete so hard for the franchises; that's why public officials are lobbying, wmed

and dined and in a few cases even bribed to get franchises, That's why the cable industry,
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as a whole, or so it seems has stooped so low to discredit the city of San Bruno's cable television
operations. Every effort is being made to make it appear that'the leaders of San Bruno place
their political future, and their é.ommunity in a jeopardy just short of total collapse of local
government. If some of the private companies had entered into the ccmmunity franchise,

in various communities, based on as much research, and with as much business acumen as

the leaders of the city of San Bruno, they would not have so many losing or marginal operations

to use as examples of pending doom for any city that might consider public ownership.

Should every owner -- city own its own cable television? Of ccurse not, it's ridiculous!
There are to mé.ny factors that would vote against this. To own a franchise must be a cool
hard business decision made the same way that a privéte operator makes it, judging the risks,
judging the costs, judging the return and judging what the community wants and is willing to

support,

My purpose in this presentation is .to encourage cities to at least consider public owner-
ship as one of the alternatives available to therﬁ. I don't intend to advocate public ownership
but I do intend to correct the false information about the San Bruno cable television experience.
This, I feel, is important. It's important because I think a conscious effort has been made
and a smear campaign is being used, nationwide, -to discourage other cities from even looking

at public ownership. What is the truth about our system? ILet me tell you how it began. Let

me tell you the truth.
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In 1967, San Bruno was approached for a franchise. We soon discoveredtl:le reason: A
profitable market picture, based upon poor reception of some stations; inabili'&y to receive
all stations that were available, and interference from various sour-ces, including airplanes
from the San Franciso International Airport, and the bounce off the adjacent mountains which

create shadows or ghosts.

To investigate the potential of the market, the city mailed ten thousand post cards to
residences throughout our city, by using our water building office. The questions were: |
"'would you.subscribe to Cable Tirlevision? and " would you favor a city owned project'"? The
The results were quite remarkable. We received a 37% return which, any of you who have
conducted surveys, will recognize as a fantastic return, and an 8% returnis often considered
valid. 60% said they would subscribe, 62% favored city ownership. Based upon the post
card survey, the city started feasibility studies to determine cost estimates, financing and
revenue projections. Jerrold Electronics, which has much experience in cable television |
system design, was hired to prepare the preliminary engineering and construction cost
estimates. The Stanford Research Institute became interested, and decided to conduct

their own market study. Their studv confirmed the city's study. The decision to pioneer

a field of municipal ownership was made.

How San Bruno financed its system would not normally be thoroughly important, since

every community is going to have to figure out its own method of financing, This will vary
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from state to state, whether or not they are general law cities, or charter cities, or some
other type of city, as set forth in another state. Each state has different rules, but our
method of financing is important, because I need to refute the charges of financial and
political responsibility made by some of the leaders of the cable TV industry. They have

made their charges nationwide, I believe, to discourage consideration of public ownership.

~

Our initial construction was financed from loans from uncommitted water and general
fund reserves. It was a three-phased project, the first phase being financed by a loan from
the general fund reserves and the water fund reserves., Phases two and three were to be
financed from cable revenues. Phase one included the headin and studio building, antenna
headin electronic equipment, of 46, 7 miles of trunk and distribution cable, including all
the amplifiers, distribution caps, polling clearance service taps and tree-trunk, at an

estimated cost of five hunred and five thousand dollars with 5800 potential customers.

Phase two, an additional 15,3 miles of system with 4600 potential customers. This
was to be, and will be, our best revenue area since it receives the poorest reception in the

area, estimated cost, one hundred and forty thousand dollars,

Phase three, another 13.4 miles of system, with only 1300 potential customers,
estimated cost one hundred and thirty thousand. This was left to last because it was

covering sparsely covered areas and the cost of installation was higher per customer.
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During the first three years of the operation, the revenies received above and beyond operating
and maintenance, and operating and maintenance was to include a 7% interest paid to the two
funds from which the money was borrowed. This is to be used for financing phases two and
three. We are ahead of schedule. Phase two was to begin two years after completion of

phase one. Revenues exceeded our projections, so phase two is under way at the presenttime

about one year ahead of schedule.

All loans from city reserves were to be paid, be repaid with interest within 7 years. We
were wrong there too. If revenue projections continue, and we believe they will, these loans
will be repaid two or three years early. Part of our optimistic projection is based upon a
number of 10-year binding contracts with apartment complexes, that will produce over 325
thousand dollars in revenue. New contracts to increase that amount are anticipated as new
apartment complexes are developed.

If no one else subscribed to the city -- to the system, the city could still pay for the system,
but others have subscribed. We have been in business less than one year, and we have 40%
penetration in the areas served. Our disconnect rate was very low, and most of it is peaple
moving. We are making new connections at the rate of about 8 to 10 per day. The city did its
own sellirg, up until .this last sales campaign. This got into the area of the hard sell and we--
recognizing that we were not expert -- had no expertise in this area -- contracted outside, and

it's going very well.
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After the system is paid for, we project over $200, 000 per year in profits. This can be
used to provide new cable TV services, or it can be used for capital improvements, cultural
activities, better parks or reduced tax rate, The options belong to the city council. As you
can see, cable TV in San Bruno is a good business investment. I've told you the truth about
the finances of San Bruno and I told it to you because articles, throughout the cable magazines,
and presentations made at seminars, have tried to paint the system as bankrupting the city

of San Bruno.

Now,ﬁlet‘s look at what those who want the franchises are saying about San Bruno's cable
TV system. Numerous derogatory and nationally circulated articles have maligned our system.
For example, Donald Williams, Vice President of Cox Cable Communications Inc., Vice
President of California Community Television Association, and Western Regional Chairman
of the NCTA Legislative Committee, and Spencer Kaitz, a special assistant, General Council
and Assistant Executive Secretary of the California Community TV Association which repre-
sents more than 200 cable systems in California, recently wrote an article opposing municipal

ownership.

Here is what they had to say about the San Bruno system: I am not going to read the
whole article, only that which relates to San Bruno. '"Only one city in California has decided
to construct municipally owned systems -- San Bruno. San Bruno's experience bears testi-
mony {o the expensive and risky nature of cable television systems. San Bruno decided to

construct a cable television system with optimistic projections of an immense profits to
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the city, which will be used to reduce taxes. Money for construcfion V\;as to be taken from
the city's water fund. Although thé feasibility study projects -- projected costs of $2‘59, 948
to date over $500,000 from water fund money was poured into the system. Costs mounted

so quickly over projections by inexperienced city officials, that before the system even began,
operation of fee for CATV service was raised from 4 dollars to 4..75 per month. Moreover
proposed services have been curtailed. San Bruno asked the FCC to relieve it of the FCC

imposed requirement that the system originate.

"Construction was slow, residents were unable to secure cable TV for several
years. Water services have suffered from lack of adequate funds for replacement, and
water rates have been increased. Irate taxpayers held a recall electioﬁ in which two new
councilmen were elected, There is a little more, I am sure, Oh, yes.b The San Bruno system
haé been a source of continued political controversy within San Bruno. See, for example,
San Bruno Times story appearing August 9 -- 8th, 1972. Ex councilmen unhappy. Bruno TV
deal under fire from which a former San Bruno councilman leveled a scathing criticism at

San Bruno's cable television system.

I'd like to go back and start correcting these. Number one, the cost projections
were not made by inexperienced city officials. They were ridgde by Jerrold Electronics;
they were different from the original because we also changed the system. We decided that

we were going to have a first class system, and we added to it. We have some unique problems
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in our areas, and we decided to go even as far as having connectors designed especially for
our system and this raises the cost. We have high wind problems. We have the potential of
corrosion problems from the ocean air, and we designed very waterproof, and very secure
connectors, above that, that was available on the market.

I must give some of this because I was -- have some time for requirements but I
want to -- they say we dumped the FCC requirements for system origination. I think you will
find it also in the private sector. One of the reasons ours has not been acted upon is that there
is a long waiting list of private people also asked me for the same right. It is a relatively new

requirement, and we find it especially true in new systems that origination is to lay.

Our water services suffered from lack of adequate funds for replacement and the
water rates were increased. Qur water services have not suffered whatsoever. In fact, the
very time we were doing this, we were doing a4 very larg‘e water project. The water rates went
up because the city of San Franciso, whom we buy watetr from wholesale, at least a portion of
our water, increased their rates, costs go up, and any good businessman evaluates his system,
and makes sure that his operating revenues and his operating expenses are in balance, so
he doesn't bleed his reserve funds. It had nothing to do with cable television.

Irate tax payers have a recall election in which two new councilmen were elected.
Cable television was not the issue; the city manager and his method of appointment was the
issue. Two new councilmen came on the city cvouncil at a time when the city mé.n\aé»er i-;ald

resigned and they had received applications. Without even looking at the applications, the



two of them joined the third councilman and hired a 28 year old man, who had never worked
in the city government, This led to a few problems, especially with the other two councilmen.
So these two of the three were recalled, and I was appointed city manager after an 8 month

period of recruitment, so cable television had nothing to do with it.

By the way, one of the councilmen that was recalled made a statement about the
water services, and they used {ootnotes for that effect. That sam2 councilman, who was
recalled, as they infer, was supporting cable television, made the statement, which they then
.referred to in support of the opposition cable television in the San Bruno Times story -- ex
councilman unhappy. I think they better make up their minds how they want to use the man.
Either he was thrown out for supporting cable television or he's been quoted later in opposition -

to it.

The rest of the article I won't make reference to because I don't really have the
time, but I think if the rest of it is as invalid as that portion of it, I don't think much of the
rest of the articl.e. Mr. Williams and Mr. Kaitz, and others, have been, I think very
irresponsible in th.eir discussion of the San Bruno's cable system. They choose only that
information, often out of context that supports their position, making no effort to determine
if it is accurate or if it is reliable. Mr. Williams and Mr. Kaitz use footnotes to give the
appearance of aufhenticity to their presentation: They happily, and probably knowingly,

quoted false and inaccurate statements made by others. If their research, in researching
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& new franchise, has the accuracy of their research for this article, I would-assume that
they would have some unprofitable operations, but I think that's not probably true because

these gentlemen have become very prominent in the field of cable television.

I assume that they got there because they did their research well: they made good
decisions, and they made a profit in cable television, so I can only conclude that they used the
material deliberately. These tactics, and I think they are unethical, say one thing to me --
are some private'cable executives afraid that the cities will learn what the trutn really is
about cable television? Is it possible that they fear if cities come to understand the economics
of cable television, that cities will not so readily accept the request for rate increases?

That cities may ask for more service, or hetter?;uality in reception? Do they fear that
x:equests for franchise extensions and renewals will get closer and more expert scrutiny or

will this truth become known that municipal ownership can be the best approach to cable

service for some communities? I say some communities, not all.

There nust be significant merit to municipal ownership or such efforts to dis-
courage cities from even looking or considering it seriously as an alternate franchising
would not be taken. The extreme measures m article.s and semiinars across the nation,

I think say something. T can't tell you that municipal ownership is right for you or your
city; only careful research and analysis can indicate that. I can only say that you should
seriously consider i. as a possibility. You must approach it with che same research, the

A
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-the same careful analysis that a businessman approaches getting into a risky business.
How risky the business will be will dlepend upon your own community and the factors that

surround it.

Those basically, are my comments, and I told you I was going to take a couple
of barbs, The reason I came here is because I think it was an opportunity to correct not
one article, Bufa\vhole series of articles, and efforts by private cable television, to dis--
credit what is happening in San Bruno. We have a viable system. This does not mean that
every city can have a viable system, but I fail to understand the great threat, and why such
a vast effort must be made to discredit public ownership. I think there is room for both.

I think there are many pluses and minuses on ownership by public and by private. I think
a good argurr.ent could be made in both directions. FEach city is a special case, with a
special problem, with a special goal, and the goals you have may very well determine

whether you go public or enter into private franchises,

MR. WEBSTER: Thank you Mr. Minford., We will now hear from Richard Loftus, the

President of Amvideo Corporation.

MR. LOFTUS: There is a CATV installer down in Del Rio, Texas and he was asked to
testify in a divorce case, so he got up in front of the court and the judge turned to him
and he said ""Clarence, ' he said, ''would you kindly inform the court precisely what happened

on the morning of August l4th, 1970? " Clarence said, ""Well, judge I'll tell you. I'm up
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looking through this window, this good looking Annie Oakley comes walking through the door.
She ain't wearing nothing but a negligee, well, she takes it right off her, she does and she
hops into the sack.' The judge says "Yes; wiat happened then''. He said, '"Well, then that
old Texas ranger, the one sitting over there, he co.mes walking in, twirls his mustache, drops
his breeches and hops into the sack.' The judge says '"Yes, well what happened then'. He
said '""Well, then my God Damn bucket broke''., The judge said ''You mean to tell me at this
precise moment, so important to the outcome of this case, your bucket broke''. The guy said
"V/ell, hell, Judge, by that time there v/as 14 of us in it". (laughter) And that's very much .
the way with CATV and municipal ownership and a lot of other things, because you get up
there and some people see a pretty girl and all of a sudden the bucket gets full, and it can

collapse.

Now, I think lerry has done a good job vindicating himself and the city of San Bruno.
I'd like to go on record as saying, and I have written several artiéles cconcerning municipal
ownership, and I can honestly say that at no time ha.veu I specifically or obliquely referred to
the city of San Bruno or maligned it or its city government in any way, shapeor form. If
others iiélve done that, that's been their business, but it has not been me. Butl am very
strongly opposed to the concept of n‘;umc1pal ownership, and I'm aot talking about public

ownership. I'm a member of the public and I don't own anything. I'm talking about the

munic.pality owning and operating a CATV system.
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I was told by a lot of people in the industry, whom I respect. They said, "Dick,
don't get up there and wave any flags and talk about free enterprise, this isn't what these
people want to hear about'. Well, I'm sorry, I'm not trying to wave a flag, but I think it is
something you have'to approach. CATYV is a private service oriented risk business. It does
not purvey to any common need. It rather caters to particular wants. Ownership and operation
of such businesses have historically and properly remained the problems of private enterprise.
This is a free capitalistic society. I cannot see why you should have municipal ownership and
operations of CATV systems any more than a municipality should run a newspaper, a motion

picture theater, a restaurant or a dry cleaner.

That's a very strong philosophical point, and its vefy important. What the hell is
wrong with private profit? That's what founded the capitalistic society, which is the Unifged
States of America. Now, if pop;llism should change that and if municipal ownership of CATV
systems should be caught up in it, then let's accept the fact that we are turn'ng our back; we
are reversing away from the basic postulate of a free enterprise, private capitalistic society,

to a populist non-free capitalist oriented society.

CATYV in the modern sense is evolving into a multi-faceted communications service.
Some of the farets are merely passive. You're merely deliveri“ng information which is supplied
by others., However, increasingly, the facets are becoming active,. CATV‘EAS-I-)égAi-r'ming to

generate, through origination, access, lease and the like, its own information supply. It can
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and probably will become a media, or at least a media force. The concept of any govern-
mental er;tity having physical and politicé.l control over such a broad means of thought
delivery, especially when the means is, as a CATV system is the‘t;rrlly game in town, to
me has staggering and frightening implications, and I for one cannot accept the argument

that it can happen here,

The point should not be taken lightly. I shudder to think what one Mayor, ifi'one
particular town that I happen to know of, would do if he had control, as he has control of
so many other things of the origination capacity of the CATV system. I maintain that media
control is better invested in the private sector, separate, buf still affected by politics
rather than in the government sector, dependent first upon politics, and then upon the

market place.

I truly regard municipal ownership, 2nd operation and control of CATV as a
threat to the freedom of electronic speech. Moreover, a continuing trend of municipal
ownership would soon place municipalities, large, medium and small, on a collision
course for control with the Federal and state governments. You must remember that
no municipal ownership of CATV involves just how the municipality builds and operates
its system, but how if also enfranchises itself, how it also governs itself in that operation.
Municipal ownership means self enfranchisement, and self enfranchisement means political

control. It is not to malign the city of San Bruno. It is notto malign any'city, but you
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have an imperfect society, and politics are politics, and politicians will be polif.:icians,
and what one city council may ordain for itself, what it may declare for itself, another
city council, or that same city council can change. In such a situa_,'f:ion‘, stability is

fragile, and politics, as opposed to enterprise, can, and in many instances, certainly

will control.

Ishudder to think of the day when the elections are won or lost, for mayor, or
councilman, or alderman or whatever, based upon the quality reception on Channel 2 or

Channel 4 or Channel 6 or Channel E, or whetter or not your converter works.

Incréasingly as states expand their control, you have state regulation. New
York, Massachusetts, Vermont, Rhode Island, Nevada, Hawaii, have it and it's coming
in New Jersey. It's coming in a lot of other places; their dictates and mandates to the
municipalities, with attendant friction, and confusion, will develop. Moreover, both\
the states and the municipalities will have to learn how to deal with, and adapt to, strbng
Federal controls, which are not highly favorable to CATV development, aud are still in
flux. As with certain environmcntal standards, perhaps CATV ownership and operation
by a municipality is probably for the first time running head on -- head on with a Federal

agency, telling it what it can do, when it can do it and how it can do it.
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The concept of initial self enfranchisement and municipal ownership also carries
with it the tacit concept of municipal takeover of existing CATV systems. For if the town
of San Bruno can self enfranchise itself and go out and build ang operate a CATV system,
so, too, can town '"B' which now has a privately owned and welll—operated CATV system,
take over that system in 1975, when its franchise, let in 1960, expires. Again, municipal
ownership means playing politics with politicians. But the deck is stacked. They get you
both ways. If municipalities start taking over CATV systems, the fragile economic basis
for this industry, the risk basis, the venture basis, the future service basis, will be tor-
pedoed. You won't be able to find a venture capital needed to operate, grow and develop

new technology or services beyond the end date for your franchise period.

If your franchise has four years to run, and yougot to update your system, or

__a
history of municipal ownership can take

your Federal requirement state is such, and the
over, develops, you are not going to get the money. The risk factor is increased to the
Nth degree. No investment, not returnable before the end of the franchise period, will

bean acceptable risk.

In the theory I've tried to develop consfantly the concept of politics. And
anybody who thinks a municipally owned and operated CATV system is not going to become
a political football, is naive. Like or not liked, it's a football, depending upon who's got

the ball and what down it is. The practical stand, the basics, are also important. Yes,
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it works in San Bruno. I think the exception would prove the rule. Of course it works in
San Bruno. It worked for the city because they : an it like a business. It's a business they

should not be in.

How many cities have ever owned anything and made a profit other than a concession
in the basement of the town hall or something? How many have, how many have the ability
and the sophistication that the city of San Bruno has? San Bruno is very fortunate, it has a

fine government, it is competent, it has a good tax base.

Our rivers are polluted. I had a briefcase stolen out of the car last night. My
wife was beat up on the street six weeks ago. People are on pot and heroin. Let's get our

priorities straight.

The cities want to go out and become TV producers. Cable TV -- my property
taxes.go up every year. Let's get our priorities straight. CATYV can be a political lame
duck. The city of San Bruno was right. They made a good judgment, and it worked for
them, so the politician can stand back and say ""'see what I did"". Gerry can come in here
and say ''the things are lies, they are wrong, we're making a profit'", but suppose you don't!
You make a profit, so what? The people aren't going to hear that. It's going to be ripped
off somewhere else, it's not going:- to come back to them, but suppose you don't make a
profit, then what happens to the political base, then what happens to the relationship be -
tween the citizens in a community? If fire trucks are in disrepair, and you're designing

special taps to put into your lines, how about the FCC 3% limit on franchises?
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The FCC rules and regulations are intended to heln CATV develon and

evolve into a broad base service communications media force, not stricly dependent upon
broadcasting, but it can survive on its own. For that reason, we don't think that municipal-
ities should charge 15% of the gross revenues of the franchise fee. We are saying that 3%
is the basic limit. You got that hands-down, you want 5% coming in, pr‘ove how you work
it. Now if that's the Federal policy to develop an industry, does that mean that the profits
realizable by a city-owned CATV system are going to be 3% of gross? Does the FCC, does
the Federal government have a policy that supports isolated municipal ownership at a profit
of CATYV operations so that the city can fund new garbage trucks? I don't think so. I think

it's a collision.

But to come back to the basics, what I don't understand is why do you want to
own it, with all the headaches, wifh 'all the risks? You know, you can't just take the profit.
It's going to go to the revenue bonds, it's going to go to something else, but really isn't
the basic thing control? Isn't that really what the question is, not do you own it, but can
you control it? Can you truly get from it what you deserve? Let the Lusinessman make
his profit. You'have a city, you have a municipality, you have citizens, you have a public
interest to proter*. Contrrl it. If you are sophisticated enough to build a sophisticated
CATYV property, and run it at a profit, you certainly are sophisticated enough to enfranchise
it in such a way that the city gets the benefits, without the risks, without the hheadaches, and

without the problems and I am not talking about San Brunos.
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Let's talk Hoboken, New iersey where I have you build a CATV system, pass
16 thousand homes, 60% Spanish speaking people. Get the services through the franchising
process. You get a channel for the education, minima; you get a channel for the government,
minima; there is an access channel, minima; there are other channels you can lease. You
can get three more if you prove a need for them. You get 3% to 5% of the gross income,
without the risk. You get ancillary tax benefits, property taxes on the CATV system. Aren't
there ways that you can protect and control and gain benefits to the municipality through the
franchising process and through the political controlling process and still leave it in the

private sector?

Municipal ownership, municipal takeover can erase the cverall economic basis
for CATV. It's a risky business you are playing the market. You are paying high interest
rates, High multiples are paid for the stock. That happens to be how our economic systems
work, not how it works for the municipalities. They deal with revenue bonds or tax bonds.
That's how it worls for, our industry and our business. There are going to be people coming
up to the municipalities when th¢y own it, maybe me. Hello, City of San Bruno. I want to
lease two of your channels for paid TV. I want access. [ am on welfare, I can'tafford the
cable. I want it for free. I have a right to have it. It want the municipal information. I
want the originating programmings put on by the city, [ have a right to have it. Iama
citizen. Isn't it better to leave it in the private sector and control it through the franchise

process?
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I come back to the basics -- own a newspaper -- own a dry cleaner. There is no
difference. It's not a common need, it's a business. Man has to tell you it's a business,

but I don't believe that it's the city business.

MR. WEBSTER: Thank you Mr. Loftus. Our final speaker this morning is Dr. Otto Hetzel,
who is Chairman of the Cable Study Committee, Detroit Common Council, Detroit, Mich.

Dr. Hetzel.

DR. HETZEL: 1 think maybe I better correct that introduction. I happe: to be one of the
members of the Committee, but maybe a couplie other background notes might be appfopriate
for what I plan to say. [ was Associate General Counsel for the Deparé;;ént of Housing and
Urban Development for a few years. Before that I practiced extensively in California with
the Attorney General's Office, and my practice was involved primarily in the area of anti-
trust and trade regulations. And I guess there is a tendency, I suspect, on a panel, as we
get strong views, to polarize Lere. (laughter) 1 don't mean to -- and [ probabiy Will slip
into that I'm afraid. The Detroit study in which Iparticipated essentially came to the con-
clusion that we ought to take a look at, not necessarily that it was the thing for Detroit,

but 'that certainly we want to take a look at the alternative of public ownership for a city,
even a city as large as Detroit. We did that in part because of our analysis of the operation
of the cable TV industry, what we saw in terms and kinds of services, what we saw in terms

of costs. I would suggest that the key issues, in such a response to Mr. Loftus, are what
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are the costs to the city? What are the costs to the public? What are the services that the
system can provide? In a sense, we went around in a backwards way to the normal analysis.
We said what can this system provide for the city? We felt as a public study commission that

might make our, at least, our primary agenda item.

Secondly, we wanted to look at what the costs were. We then measured the systems
and the alternatives based upon those criteria. I think our feeling was that if we looked
at services first, and then we decided what kind of profit potential the system would have to
have, what kind of revenues it might have to have in order to support those services, that we
could then.decide in the most effective way, what we as the Public Committee, felt cable

TV ought to bring to the city of Detroit.

Let me go, however, to a major issue that I think really underlies the entire, as
I saw it, presentation in terms of free enterprise b‘y Mr. Loftus As I heard him saying
that we should rel§‘r upon the free enterprise system, I was clearly brought back to my days
in California. As a matter orf fact I represented the city of San Bruno in one of my cases,
trying to recover damages from illegal price fixing that occurred against the city, and at
that time, one of the things that I learned, I think it's still there in my books, is that something

rather contrasting to the free enterprise system was when you have a monopoly.
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f seems to me in one sense that that's exactly what we are talking about in terms
of cable television. These ire, admittedly not exclusive franchises that are granted. How-
ever, I would suggest there are a very few that will ever be built in competition to an existing
system, that somebody will come in. That may happen. If it does, the system there is
obviéusly so bad that there is no system to speak of, because that's the only way somebody
else could probably come in and compete, just in terms of the basic capital cost of putting

a system in. s

If you are talking about a monopoly, I find it very difficult to talk about saying let's
leave that totally to the free enterprise system. Let's say that that is a non-regulated area.
It obviously is a regulated area. We have a number of other areas in our economy that are™
regulated, because of the very fact they are a monbpoly status. It seems to me that we may
be talking about, as you see the specter [ puess Mr. Loftus sees the specter of state regulation
coming in, and creating a three-tiered approach. We are talking about why does that happen?
1 suppose it happens in a large part because everybody in the public domain starts looking upon
the services, the public character of cable television in such a way as to say, this is r'éally
something that should ke regulated in the public interest because these are the kinds of things

that we classify in terms of public services and public utilities.

Now there obviously can be basic disagreemtns at this stage of the growth of the

o

industry as to whether the cable television industry has reached that point, Obviously, it

has not quite reached that point in the sense chat that kind of public utility regulation has

3
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been imposed upon it except in very infrequent situations thus far. It obviously is controlled,
however, by the FCC. There are controls that each municipality is required in its own self
interest, through the franchising process, to place upon the operation of Cable in the area.

I would suggest that the franchising operation is the same as it would be applied to an electric
company', if it was privately owned. It is the same as would be applied to anybody else, the
water system for instance, that comes within the city and uses the streets. At the same time,
because of other aspects of cable televisiop, it is controlled in other ways, but if you look at
the analogies that I have just made, you can also see that these are closely regulated public_:
utilities in large part. And I will concede that the analogy is not perfect, but I think it is

not perfect, but I think it is rather close, and secondly, I would suggest to you that there are
a number of both municipalities and rural systems and other kinds of systems that are essen-
tially publicly owned, whether they are municipally owned, whether they are investor owned,
whether they are non profit owned. These analogies seem to me to lead to at least the basic
reputation of the fact that this is not an area for the public -~ in terms of public ownership,

the kind of vehicle, to be involved in.

It is not a dry-cleaner. I think that it has many characteristics far and above in
terms of services, in terms of what I suspect if the emotionalism we've heard discussed
here in terms of removal of the TV set, over electricity for a stove, and a refrigerator,
is such, then I suspect it may well be viewed as a rather critical service and a public

service at that.
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Let me get on, however, .o what I consider to be the kinds of discussions that I
have observed thus far, in terms of the issues of public ownership, aside, from the presen-
tation of San Bruno. And I suspect that. because of size, obviously in terms of Detroit, we
could not be guided by the -- I think there are 1l or 12 cities that have now taken on some form
of municipal ownership, we could not be guided totally by their experience, We felt that they
had certainly indicated that it was possible for this kind-and form of ownership to occur.

What I think one can really say, and I'm certainly not going to pass myself off as an expert on
this, is that nobody really knows, in terms of large scale cable system operations, whether
public ownership, whether it is by nnunicipality, whether it is by a special public authority,
or whether even perhaps by some non-profit operational vehicle, whether it is going to work,
It seems to me that what -- when I hear the call going out trom the private industry is don't
try it, I think Mr. Minford, very effectively reported that aspect, I think as a matter of fact,
if nothing else from what he said, that the equivalent of a TVA to provide some guidelines,
some yardsticks, that same argument, it seems would have quite apt utilization in the cable

television area.

We do not have good yardsticks as to what it could cost in terms of rates, in terms
of whether or not the operations of the system can be developed in various ways that will
reduce costs. It will give us some kind of a yardstick, as TVA did in terms of the power

industry, and I would suggest to you that if it falls flat on its face, and it shows that private
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enterprise does a hell of a lot better job than the public can, then I suppose if I were in the
private industry side on this, I would be very happy about that, obviously. At the same time,
I see no reason why they should not allow the experiment, why they should be so resistent to
the experiment, or why they should be so shrill in their attacks on it. I guess it comes down
to the variety of specters that are seen on the horizon, the fact that somehow cities, the
public authorities are not capable businessmen. That the specter of having somebody come in
to compete, the specter of personnei differentials is part of it. As a matter of fact, I was
going to suggest that if Mr. Loftus is as good in his management of cable systems, that if
Detroit constructed and went ahead with a public system, or any other municipality, created
some kind of a public authority, or public ownership vehicles that, as they well can do, that
they contract out the management to Mr. Loftus, or someone who has the equivalent ability,
in terms of running a system. I see nothing wrong with that. [t seems to me, as a matter
of fact, that's one of the areas where you can, in a sense, buy thé kind of management
potential that is needed tc effectively run these systems. And I think that, that is really a
red herring in terms of that kind of an issue. I don't think there is any doubt, that particﬁlérly
in terms of the publiic authority model, you have anal(;gies to such things as port authorities
in New York, in Oakland. You have airport authorities in various places in this country
where they have the ability to get the kind of personnel, the kind of talent and capacity

to handle these jobs. So then you come down, it seems to me, if you can meet these to



So I'll just raise the question then -- why -- why, if it would be equally profitable,
do you have the government in it? I guess the answer to that is that at least in Detroit, we
suggested that the service level that could be provided to the public would be increased, If a
profit firm legitimately has to get its profits out, to pay its stockholders, to provide dividends,
those same profits could be applied to enhancing the services available from the syste.r. I

suspect that that's, as the model from San Bruno indicates, what is happening there.

I think the one other issue that I would like to talk about, very briefly, is the one of
political control and I think that -- I'd like. to hark back to Mr. O'Neill's earlier comments,
there is one rather critical one, and this is wherc we in Detroit move towards consideration
as one alternative of the public ownership model. And that is the fact that there seems to be
no reason not to divorce the construction, development and the ownership of this system from
the responsibility for programming. What Mr. O'Neill said is essentially a coﬁnmon_carrier
model. If you do that, then it really comes down to the question of about how much does it
cost to finance and develop for the capital cost of the system, and how can you do that most

effectively?

It was our opinion that there seemed to be some cost advantages to run through the
public model with revenue bonds, through a public authority. It may come out; hopefully
Detroit will be developing the kind of figures to take a look at these various alternatives for

the city. It inay come out that's not the case. [ suspect, however, that if any of
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what I consider red herrings about differentials to the question of whether or not a public
ownership model can run the system as economically and effectively and come out with in
a sense lower cost to the subscribers, and certainly as many or hopefully more services

than would be available under the private enterprise model.

I think that issue really comes d(l)wn to one basic factor which is (1) financial and
we've heard some discussions on that. I would suggest to you that if the financial community
is willing to go along with this kind of investment and I suspect they will, they will do so only
when there are some very hard figures. The kind of hard figures that San Bruno had, and I
think that any cit:y‘ that would think of going in terms of public ownership better have the kind
of analysis and the kind of hard figures that were obtained by San Bruno. I think it is just
r;mk foolishness to consider g.oing ahead without that. You are not going to sell the bonds in
any event, so unless those kinds of analysand study are performed, there really is not any
potential of public ownership. DDccause you have to have those kind of figures to justify the
sale of the bonds, anc the underwriting of the bonds, und the various approvals that will be
required. [f you have that, © wonld suspect that it reflects that the system will be profitable
in the sense that it will return sufficient revenues to provide the pay-off on the bonds, and
provide the services, and the same profitability could be available obviously in the area

through a private entrepreneur.
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the urban systems are protfitable, and I think that's something you shouldn't hand on to public
ownership, I think Mr. Jarvis suggested that some of his banker friends had very grave con-
cerns about the general viability of Cable in urban markets. We, in Detroit, had s..ne very
grave concerns about the vianility of cable in urban markets. On the other hand, there is an
awful lot of people knocking at, both Detroit, ¢nd I can name you 30 or 40 other major markets
trying to get in. And if the industry has that kind of confidence about the profit potential and

the ability to pay off their equity financing, I see no reason why the public could not do so.

L3

In terms of political control, this issue of the common carrier status is rather
c;ritical, because it seems to me that provides the basis for allowing a divorcement, we migh-
say, between the responsibiliiv for essentially constructing the system, and providing for its
maintenance. And sou can divorce that in terms of whether it's an overall lease of channels
out to various, as w¢ have suggested, to various different entities to spread access to. As a
matter of fact, to rsime bhack to what I consider to be potential political repression in any
event, it seems to me that the more people you can give access to the system, the less chance
there will be for repression. If you have 10 or 12 or 15 or 20 or even 40 different entities
programming a systefﬁ, I would éwu“ggest‘ to you the a’ "lity to shut those 40 entities off -- there
is going to be a lot less than perhaps the kind of sul.tle controls because of both the FCC, in
some places and the state, and a‘lso the local controls, that can be exercised upon a private

franchisee. I see no difference in terms of the kind of controls, and the potential of those
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controls, and yet I would hope that maybe having a variety, a large diversity of people having
access to the system for programming purposes, versus what I can well see, which is a
system operator having essentially control itself, of some 40 channels on some advanced

systems.

It seems to me that aga.n, that issue of politiq_g.l control is way overmagnified.
Now I can only say that, as I said, really with confidencé, if you look at a common carrier
model, where there is a leasing of channels, and where there is essentially an understanding
and a freedom and some pfotections built in, in terms of the relationships and the contract
devices. I think that given our timetable here, that I will cut off at this point. I'm sure there
are going to be rejoinders to the various things that have been said here, let rne just conclude

with that.

MR. WEBSTER: Thank you. We've got about one hour and ten minutes for what will probably

be the most exciting part of the morning. (launghter)
A PANELIST: Thanks a lot.

MR. WEBSTER: We've probably been relatively dull up to now. There are a lot of things
that I suppose I could say as nioderator. I'm not feé.ily going to say anything, J'ust.for the
record, there aré presently between 18 and 20 municipally cr locally -- public owned --
government owned systems -- cable systems, ranging from a low of just over a hundred to

a high of I guess about 5 thousand. Most tend to be on the low side. Many were started
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early. One of the reasons was that it was felt in many of the local -~ in many of the areas
that have small municipally owned systems, that private capital would not be available, or
that private investors would not be ini2rested in investing in those markets. Also, there are
in excess of 30 systems owned b :ubscribers of cable. Now, obviously we have not covered
every possible issue. I don't think that we ever can, today. We have not really looked at,

in great detail, the vast implications of public ownership, and I'ny sure we vﬁll to some extent

over the next hour and ten minutes,

Nor have we discussed, on a theoretical basis we are not -- obviously we can't
quite be sure practically right now of the impact that public ownership could have or will
have, on cable communications. It is not clear, for example, whether the impact that public
ownership has had in the power field or solid management has heen positive, negative or
neutra, or non existent. At any rate, let's start from here and let's get into it. I guess I
will open the door -- any panelist or any one in the audience who wants to start? Yes, sir--

in the back, Can everyone hear him?

A PARTICIPANT: First of all I want to make it perfectly clear that New York City has no
intention of getting involved - one of the reasons is, I guess you've been in the subways.
However, I can't help but think that there are some very interesting patterns that are going

to come out in the future that may give us some second thoughts that these patterns are based
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upon a technical characteristic -- future characteristic of broadband systems and some ot
the regulatory aspects. Let me discuss very briefly the technical area. If you consider
for the moment an urban communications system, reall,; consisting of thres pieces, a
cable TV system that will bring audio visual entertaiament signals into the home, the
public service dedicated set that will provide specialized services to the municipai author-
ities mun“icipal agencies, Federal and state ageucies within a city, and finally an institut-
ional net of fhe same kind with a fairly massive - I mean providing service and dedicated
service into business and industry. I think you really have to ask yourself whether you

can expect a cable operator today's cable operator and those I can look forward to in the
future, in the near furture, to be responsible for providing that entire kind of_ service to a
medium to large size city., It seems to me more than likely that the cable operators that
we are dealing with, that we have talked to and dealt with i;: the main are mostly interested
in and should be mostly interested in the so called cable TV market. That's what they are
financed to do, that's what they are trainec} to do, that is what they are psopled to do, The
guy that goes on and sells $6,.00 a month services to homeowners, is not the same person
or the same company that sells a large Bank, such as Chase's or First National or Bank
of America in San Francisco, any place you want to go sells them on data services, dedi-
cated data services that might collect as much as a quarter million dollar revenue a month

for those kinds of very highly complex services.
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Now, this brings up a very interesting issue that we are concerhed with, and that
is we would like that some of these services could be fed or interconnected into home
services as well. It may be that the Bank would like to sell somebody who wished to pay
for a terminal to interact with his bank so you have an interactive issue which brings up
a very fascinating issue as to the massive requirement of interconnect between these three

kinds of systems.

And I suggest that there'is a, what we are leading to in the future, may be selective
.ownership of pieces of systems, by the city and that mun! "ipality might be involved in. I also
suggest that in the future, for example, in this particular case, the municipality might decide
to handie the entire interconnect problem itseli. From our own experience in New York City
we have trouble with interconnect with two systems., What are we going to have when we
have fifteen? Now the other issue - I don't think it is going to be leftr to the cable operator
for a couple of reasons, One, it's a co mplex issue that perhaps he is not prepared to handle,
inseparable for a lot of different cable operators with all kinds of potentially aifferent
standards. It may be difficult and the easiest way to get out of it is to do it ourselwes,
supposedly. _ | )

The other issues thaL.I think we ought to look at is that I (oresee - and I think
this paneldid not spend enough time looking at the possible futures of different entities

that are going to come into the business, - I see organizations that will construct systems
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but will not own them. I see organizations that will run systems and neither construct them

nor own them. And 1 suggest that a municipality might decide to have +he system constructed.
for it and then contract other cable TV services, to a cable operator who will market and sell
and you allow him a couple of channels to use for paid TV services. The rest of the systems

could be operated common carrier by the city, or for the city, or the city could do it itself.

Now, just one very brief point which is a little bit off of this but I also suggest
that the problems you have givén some of you who fought against ownership, have said that
the cities are going to get involved in what they ocught not to be involved in. Any city that
awards a franchise and accepts a reasonable responsibility for regulating that franchise will
find itself déaling with customers whose services are being turned off. And they will find
themselves dealing with customers who are getting poor service, and the city agency will
find itself dealing with a customer who has had cable put on the back fence, or his garden
torn up. The facf of the snat-er is, tl;lat if you are reasonably responsible and do want to

regulate the system, you are going to be involved in it equally as the cable operator.

And when the FCC comes along and says that we are going to limit you to 3 or 5
percent, I sometimes say who the hell needs it? Maybe a city ought to look to the future
and say why should we accept this limitation for the work we are going to do anyway? Why

don't we look forward to somekind of ownership and carn get more of the money. We are going

to have to review these problems anyway.
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MR. WEBSTER: Thank you. Just for purposes of stimulating discussion after the panel
is over, and during the rest of this conference, I am going to ask each person that stands
from the audience to give his name, so people can contact you later., That was Herb Doroick

from New York City. Anyone want to respond to that before we hear this question? °

A PANELIST: Yes, I would like to make a couple of comments here. I think that one of the
panelists here made the comment that the gutissveis the total viabilily or urban cable s-stems
in general. And I think that this may be the common bond between public ownership, as well
as private ownership, because it is a common bond between public ownership, as well as
private ownership, because it is a common problem, the guestion is continually raised, and as
yet has to be proven in a large scale city, I think that public ownership has a possibility, in
addition to what Dr. Hetzel suggested, in the public interest there, in fhat the 3% of the gross
and the 6 -- and the lower percentage bonds, are mechanisms that might prove, or at least
assist in the economic viability of urban cable systems. I would think that a private entre-
preneur who could get municipal loans at 1 or 2% less would really have a, would really gd

after that quite hard and be able to have a higher probability of success.

One of the things that came up a couple of times was -- suppose you don't make a
profit, suppose you run out of money and you go broke? This is a common problem even
with the private-entrepreneurs. If you start a public interest flavor in the beginning, one of

the things that is suggested is that a lower per subscriber fee would be charged in order to
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got a larger penetration, more people participating. When you start to go bréke, if you
do, what you do is you, like anybusiness you have to increase that fee. This is not un-
known in the municipally owned, or subscriber owned systems. What you‘.re doing is
retreating up the ladder, if it comes to the point where there iz not much difference in

the service, and or the subscriber fee, and if'indeed you thei go over the threshold and

go broke.

I would imagine that it is something that could be sold. and you could indeed take
the position it did not work here, and there would be private entrepreneurs who would like
to come in and give it their effort. It was suggested that the municipalities’ ability to manage
and operate such a system might not exist, and I suggest that if you really take a hard look
at it, the big salaries that were referred to, and the large returns, are, as far as individuals
are concerned, indeed limited to the few who have the equity position in the system, that
have high management positions, as a minima. There are -- there is an entire hierarchy
of capabilities in the cable industry, below that level. They are operating on a day to day
basis, are knocking on doors, are doing service calls, are doing the building and so forth.
These people are capable, they are mobile, and it is a force that could be taken by the city,

in other words, the hiring of this particular group.

It was suggested that the cable had become a political foothall. I'd just like to
ask "what's new'"? -- it is there now. There is no way in which you can separate the two,

as I can see at the moment. And in fact, to some degree, even dropping away the common
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carrier, the citizen can go -- through concept -- the citizen can go to the political council-
man, probably a little more directly than he can to the owner through the franchising process,
if he has a serious coriplaint. Ie can throw the man out of office. You cannot take someone
out of the presidency of a company because something did no.t go right, but I'm not suggesting
that that's the only route. ['m just suggesting that it is one route that was not brought up, and
I am not quite sure that the quantitative da:ta would support the comments of what happens when
you run out of money, because the risk is going to be raised to the Nth degree. I don't see a’
real clear cut difference in the risk between the two. It is a statement that's made, but the
data is behind it, I think, would have to be quantified to some degree to show such a thing.

‘TThank you,
MR. WEBSTER: Dick, before you say anything, there is a gentleman in the second row.

MR. LEVIN: Harvey Levin, Hofstra University. I would like to point out and perhaps you

could get some response from the panel.

MR. WEBSTER Excuse me -- can everyone hear him? Would you step to the microphone.

Harvey, please?

MR. LEVIN: I'would like to make a few comments, and perhaps we can get some interchange
from the panel. First, addressing myself to Mr. Loftus, though Mr. Loftus might not like
it, and others might not like it, we are living in the world of mandatory cross subsidy in the

cable field. The rules speak in these terms. The various investigating groups speak. I

140




wmight say that I was rather disconsolate at -- at Mr. Kahn's and other references that some-
how -- don't put it all on cable -- it will never get off the ground. There is a lot of difference
of opinion as to whether or not there is going to be zn economic cable surplus which can in-
deed facilitate cross subsidy. In any event, there is mandatory usage in the rules. We have
public access channels, we have public educational channels and we have governmental
channels. They will cost some money. The programming will cost the most money, however,
if we live in the world of mandatory usage in the rules. We have public access channels, we
have public educational channels and we have governmental channels. They will cost some
money. The programming will cost the most money, however, if we live in the world of
mandatory cross subsidy, I think we at least want to open up our minds to a very special case

to be made for municipal ownership. .

I don't think our experience in administering cross subsidies in other regulated
fields has been terribly good, so that to talk about control, without talking about ownership,
I think maybe is an illusion. With regard to the availability of profits that somehow will
disappear under public ownership, I certainly would associate myself with what I think Mr,
Doroick, is it -- of New York City is implying and that other people have mentioned, Public
- ownership does not have to mean public operation. We can have management contracts and
Mr. Loftus can do the job and get something equivalent to his commercial profit, to make

sure the job is done well,
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I would like to go on to one additional comment with regard to what has happened
in Great Britain. They moved away from a nationalized system under B, B.C., not nation-
alized, or rather public corporation; they have a public corporation which holds tne physical
facilities. However, there are contract rights let to the programmers. The progrin.mers
are private commercial entities. The physical facilities are held ;)y a public corporation.
It is possitle that a municipality could indeed have control of the street ducts which is very

important.

No one has mentioned that at this conference so far. It might control the black
box, it miqht well have the physical facilities and the distribut.ion nets. It might have all of
this administered and operated under a management contract, but then private programmers
could come in, in addition to public programming agencies, so indeed we have a very wide
range of options. And I would like to present some of these thoughts to the panel. There

‘may be further reaction. Thank you.
MR, WEBSTER: Dick?

MR, LOFTUS: Thank you. In re”sponse to a few of the things, first, when I -- question --
when I raise that issue about risk being raised to the Nth degree, I spoke in terms of CATV
municipal takeover. I stated the factthat if municipal ownership and operation becomes a
growing trend, there is nothing to stop a municipality from now cdoming in and taking over

the CATV system which I personally operate, which franchise expires in 1980. They just
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walk in and say O. K. your franchise is expired and you take it over. Now, under the FCC
rules, I am going to be obligated, in 1977, to rebuild a significant portion of that property.

T have to develop it from a single directional system to a five directional system. I will have
to invest a substantial amount of money. 1am saying that when you go to the money sources
and tell them I need that to invest it, they (you have instances not onwnunicipal owner -
ship, but also to municipal takeover' you know one can mean the other ag’ well, that your risk
is increased to the Nth degree, the money guys can sit there and say can you pay me back in
three years?” Because that's how long you have to go on your franchise, or can you get the
city, right now, to renew the whole thing.

That is a very potential problem. You got 2,000 or so, 3,000 CATV systems now
functioning and operating under municipal franchises, most of which have expiration dates
and if this man said he can go out and franchise himself and build the property, another city
can come in and take it over. And I happen to know a mayor who is waiting to do that. As
soon as the CATV franchis;e expires, in 1974, the franchise having been let in 1964, and it is
a subsidiary of MSO company, this guy, who I went to law school with, who is now the mayor
of a community, thinks it will be a good idea for the city to take it over. He has some good

arguments on that side.

On the basis of the mandatory cross subsidies, I agreé. This is not just all black
and white; there are a lot of gray areas. I think if you really put me to the wall, and let's

assume that I am put to the wall, I think that there are many, many areas which probably
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can't be built unless the municipality actually goes out and builds them. I th'%‘nk there are a
lot of areas that probably, even though they may be built and operated privately, should be
operated in a different manner. ButI am trying to present -- polarization and advocacy
~are good things -- trving to present a very strong argument to the outside because I really
do feel, on the broad basis, on the broad issue, you can have control without ownershin. |
I think that you can't regulate without owning, and I think that that is where the important
issue is, in terms of cross subsidy, I am talking about a continuing basism is important
from the standpoint of the overriding Federal concerns to keep as much of this as possible,

becauss you are dealing with a media force, in a private sector. The private sector is no

more perfect thaa the public sector, but I presume it might do something.

MR, WEBSTER: O.K. Doug Jarvis has a comment, but while he is speaking, I would like
all the other panel members to think about the question that has been raised twice now, and
I agree with you, Mr. Doroick, that we haven't spen. enough time on it. That is the notion
of separation of ownership and operation of the system, the notion that Mr. Levin spoke of
in terms of Great Britain. I think that parhaps a good deal more thought and time should be

given to this as a future possibility., Duug?

MR. JARVIS: I'm trying to tie two thoughts together at once. I would prefer not to be viewed
as an advocate of either side, being a consultant, and therefore not being (laughter) -- not
being naive and being here, because I !ove to track some municipal éonsolvency, but never-

theless, finding myself philosophically in Dick's camp, I have got to make what I think is a
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pragmatic comment. Dick is talking about a very real problem when he talks about the
specter of municipal ownership affecting a cable company’'s ability to raise money, and

thus develop the tech..ology and the subscriber base for social services,:and I can't thirx

of a better example than Mr. Doroick stown. And yet, the side issue here is a comment
that one of the speakers made about if -- I guess it was Dr. Hetzel -- i Detroit is such a
bad place for a city io own it, why then are so many people trying to get in? The difference
there is that the"entrepreneur can afford to take the risk, and that ties back to New York..
Herman Kahn, a number of years ago, wﬁen we were all sitting around the table one night
said, was askeéd why he was gecing to wire New York and he said "I don't really know except
that it's there''. (laughter) No, that's a direct comment from Herman, and when pressed
as to the economics and what do you expect to gain, he said "1 frankly don't know', If yo;;t
don't know l{erman, you may have a little trouble believing this because the man is williag
to commit millions of dollars in something he 1\/5 not sure of, but it's the nature of the gentle-
man, And he said "I don't know now and I won't know for 15 or 20 years whether we are
going to go broke or make a fortune. I simply don't know,'" and that's how you: getting an
attempt at wiring the biggest urban area we have, If it were not for somebody with that
much guts or that much foresight, or that much stupidity, whatever your viewpoint happens

to be and whether you need hindsight it wouldn't be done. There would be no conference today.
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Well, the commenrt [ want to make is that if Mr. Doroick made the comment about
the city considering taking over TelePrompTer's facilities at some time in the future, and
having made that comiment 3 months ago to a bunch of security analysts, TelePrompTer
wouldn't have been able to raise 50 or 60 million dollars as they are currently in the process
of being able to raise, because the financial conimittee would say well, what gives here” Are
we nctgoing to see the promise -- the fruition of all the promises” And so again I think the
communities have to take seriously what Dick says about the specter of the financing drying
up unless they've got an alternative way of developing the large amounts of risk capital it
i5 going to taka. And if that's it, so be it, and then let me j\;;st address myself to Dr., Levin's

point as you requested and I'll take m s shot at that one.

If the : ty wishes to contract out the management of the systemy, and wishes to
coutract out the programming that is going to be on the system, all that's left is the own~r-
ship of the cables, and that's fine, I would be very happy to come into your city council and
to advise you on the economics and the rate of return and everything of owning a bunch of
cables running around the town, but for the life of me, I don't understand the rationalz be-

hind it.
MR. WEBSTER: O.K. let's skip the rationale.

A PARTICIPANT: One quick point. I think if you contract out the programming that you have
your hands on something very important, which does not exist under the present arrangements
in any way.
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MR. WEBSTER: Would you stand up please?
A PARTICIPANT: I know, I know -- as I say, you've seen our subways in New York City.

MR. WEBSTER: All right. Dr. Hetzel has a couple of comments to make about the separation
issues, the separation of ownership and operation systems. I think you studied that issue in

Detroit.

DR. HETZEL: Yes, as a matter of fact, that's really the basis updn which a large part of the
report in Detroit came out. As I mentioned before, we started looking from the standpoint -
of services. We then tried to decide how the services would be produced and we looked at it
in terms of dividing the systems responsibilities up, as between control, in a sense, and
ownership and paying for the hardware, the distribution system, and secendly the respons-
ibility for producing the programming. There are obviously interrelationships. There are
some very significant costs, which may be discussed in other workshops here, relative to
the production of local origination programming, in terms of the kind uf programming that
might be put on by those responsible for the programming of the chani2ls, if you separate out
the system. Butl think that it can be analyzed in terms of what are the capital costs for the
system, how can those capital costs bhe met, how can they be financed, and that really is a
separable aspect from whatever kinds of returns that you are going to get from leasing out

of channels or the production on the cable system.
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Right now, to my knowledge, most of the cable systems in this country are existing
totally on subscriber fees. The subscriber fees come in regarcless of the ownership, and
I would suggest to yod, as a matter of fact, San Bruno can send out their bills with their
other utility billings. There might even be some cost savings in the way the municipality
might send out their billing in control of that, but I think that if that's the way that all the
systems thus far have teen financed, in terms of those subscriber revenues, that at least
leads one to the conclusion that there is nothing so unreasonable about separation that you
could pay for the distribution system that way. And that all the kind of future services that
I think we see, sort of glimmering somewhere on the horizon, in terms of non television
uses, these dre the kind of data, fac.similes, other kinds of uses that the system may be
turning to, and I've heard statements from péople in the industry that I suggested 20 years,
and I was told maybe 5 years, that they see these things coming along. Those are going to
be rather significant additional sources of revenue. And I would suggest in terms of services
and in terms of the operation of the system, that those kinds of revenues, the distribution
of those revenues, may be the reason why Herman Kahn says that he wants to go to New York,
because it's there. Because he also sai:! that -- another one of his quotations that 75% of

the profits he sees in this system will come {rom the non television uses in the future.

If that's the case, one of the questions that I think each studio ough't to look at

is how that potential profit is distributed, if it's there. One possibility would be in terms
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of developing the distribution system separately, and then handing out the programming
re.‘sponsibilities, and essentially also contracting out or leasing out in terms of facilities.
Now I make oné additional caveat on that. I think some kind of common carrier basis for
the system should be utilized in thatevent so that you do divorce the political aspects as

far as you can from the operation of the system.

MR. WEBSTER: Other comments from the panel?

A PARTICIPANT: I have a cpuple of comments.

MR, WEBSTER: -O. K., I'll get to the audience in just a second.

A PANELIST: One. I don't share the concern about the loss of finances. I don't think you
will find that many cities entering into the cable television business -- number one as was
stated earlier, so many of them are pre-occupied with many other problems and have
commitments of their resources to that end. I think also that, as we try to talk and look
for a single answer or one or two answers, as to the possible combinations of contracting,
within cable television between the public and the private sector, that there are so many
possible, workable variables, that I have great confidence in the ingenuity of the private

sector, and the public sector, to work out arrangements.

I have a concern that when we talk about this, as so often happens, that private
industry says stay out of the private sector, and then they switch horses about the time they

had a losing line, i.e., AMTRAC, and all of a sudden it's great to have government in the
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business. And government so often ends up with the losing lines, those that must be sub-
sidized, without ever having any consideration of having an offsetting profitable line to

cover the cost.
MR, WEBSTER: O, K. there is a gentleman in the rear there -- you --

A PARTICIPANT: I am Joe Romasco from JTerrold & Electronic Corp., Philadelphia, Penn.
First of all, I'd like to pose the questién to the panel for an opinion. First of all this con-
ference I think has demonstrated that Television is at this point a transitional technology.

In current services, we are going to advci services, I think that the MITRE people have
demonstrated, with the material they have sent that there is a significant area of unknowns

in the development of a model as to what services -- added services will be, what the develop-~
ment costs will be, and which ones will pay off although there are many methods of estimating

[N
-.

what these are.

Now, to the question -- if this is the case, what would be the motive of the owner-
ship group to upgrade to extra services? First of all, what would be the motive of a muni-
cipality to move from one way antenna services to added two-way services? What would be
the motivation of a municipally owﬁed, but privately operated, group,to upgrade to added
services, and finally, what wouid be the motivation of private ownership to upgrade to
advanced services? To subpoint that question, who and how much would be the development
costs for the added services? Who will finance these? And to whom should the greatest

amount of risk be directed ? Is that too obscure?
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MR. WEBSTER: I don't think so. I think that is pretty clear.

A PANELIST: I don't know if I can answer them all at one time. When we address ourselves
to the question of who should finance high risks, exploratoxiy pursuits in the cable television's
future, I think we can take a good look at what has happened to the airplane industry. This
remained‘i.n the private sector, but exploration costs into the future were worked out to such
a fashion, whenever there was efficient public benefit, or the potential of great puhlic b‘enefit,
that gevernment ended up subsidizing reserves and subsidizing what was being done. And I
think here lies part of the key of, within cable television, as cable television expands, and
we see great public value, in different pursuits, I think the methods of financing the loss lines
would probably be negotiated out. The FCC, for example, and you say what would be the
encouragement -- the political process, we have that now -- the FCC says you shall do it by
such and such a date, and the public in essence has been putting restrictions on the system
and demanding improvements both in the private sector and in the public, whoever is involved

in that business.

A PANELIST: Could I just add one footnote to that. I think one of the questions in terms of
the three areas that were set forth, public ownership, private ownership -- public ownership,
private oprration. All I can add to that was in a sense, there was a responsiveness to public
desires for better services, and if you judged it on that basis, I suppose one would say all
three have aspects of that, and I suppose each of us might have our own values as to wnich

of the systems might be most responsive to public desires for these better services, and I

think I can leave that to you to judge which ones.
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MR. WEBSTER: Mr. Loftus -~ what's the motivation of the private operator to upgrade

services?

MR. LOFTUS: Well, let me back into that if I can. I'll answer it, but first let me come
in through the back door. First, I think it is.very important. I am sure that meny of you
have done this on an analysis basis. But.it is very important to understand the entity that
you are dealing with. Now take a guy like myself. Now I started out clirﬁbing poles in
College. I worked my way through college as a CATV lineman. I went to Law School,
came out of Law School. I went to work selling CATV equipment, and I went to work for
major companies‘ developing franchise systems and then I went out ahd founded my own
company, and I am now operating three systems and building a fourth. I have two othe;-
franchises, and am serving about 8000 subscribers, and growing. And the company is

growing because we are losing more today than we lost yesterday. (laughter)

So that means that you are in CATV growth, but you have to do some analysis
of the industry. We have eight million homes on CATV cable; now you multiply that by the
average of 60 dollars a year, you have 400 and 80 million dollars a year as a gross income,
" that's this year. It was less than that in 1971. I don't have recent figures, but Columbia
Broadcasting System, CBS in 1971, one company, had gross sales of 1 billion 247 million,
269 thousand dollars. It had net income for the year of 60 million dollars, so the gross

income of all CATV in 1971 was probably roughly equivalent to the net income of CBS, and
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you are faced with this technological revolution that is going on. And yesterday I was up a
pole in North Bergen, New Jersey, where I'm on a system cf fixing a tap. We had a
service problem, We had to go out and find out what it was and handle it, because there
was actually nobody else there to do it at the time, and I just went out to do it, and I find
myself completely overwhelmed by the on going technological revolutions, the operational
revolutions, service revolutions that exist in the business, in the industry. We call our-
selves the industry. We are naive in thinking of ourselves as an industry. we're not,

and where is the financing going to come? I'mi now coming through the back door to support

these revolutions - -where is the subsidy going to come?

You're not looking at a major end of business. You're not looking at the aircrafi
industry which has been subsidized by the Federal governments since the days of the Army
Air Corps. You are looking at a business that was a parasite. Let's face it, you know.

It came up in Markenway city, in Markenway, Penn. when people could not get Ed Sullivan,
and it just broadened TV picture, and suddenly, bang, here is this great big spectrum of
potential comimunication services. Where it is going to be financed, where the revolution

is going to be financed is going to be from the user. It is going to be from the consumer,
from the person who wants the product and is willing to pay for it, that's where it's going

to come from. It has to be proven somehow or another on the best estimates that the money

is there.
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For the guy who is in the home is going to pay, instead of 6 dollars a month, -- 8
dollars a month, or 12 dollars a month, or 22 dollars and 86 cents a month, -- I don't know.
But that's where it has to come from. Wally Briscoe, from the MCTA, who is sitting in the
back, has been preaching to me since 1965, when I first met him, the same continuing message,
and that is with CATYV, it's never been a question of what will happen, or how it will happen.
It's really been a question of who is g-'ng to own it? Who is going to own it? Who is going
to control it? Who is going to run it? Not who is gding to regulate it; it's going to be regulated.
Not which way it's going to go, but who i: zoing to own it? Not whether it is going to be a
common carrier or whether it is going tc¢ do this for that guy, or that for that guy but who is
going to own it? |

At least 40% of the industry is controlled by people with broadcast interests. They
are just hedging their bets. You've got 50 companies that actually, in terms of ownership and
control, dominate the industry. In 1965 we were serving 600,000 homes. One company now,
TelePrompTer, has more homes than that itself. In 1965, Fenvidio Corp. had 10, 000
subscribers. It has been one of the top 10 to 15 operators, you know. Subscribers that's
where the money is going to come in, The technology is going to evolve. It's going to
develop Joe, in your company and Jerrold is going to be involved along with the other

companies, and peripheral services are going to come, new ventures, new capital.
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The question is who's going to own it, and again going back to the good Professor
from Hofstra's question, can you divorce ownership and control? He thinks it is an illusion.
I don't. I think it can be done, and really you come back to the argument, twd-sided, when
you ask -- can you go out and common carrier it? You own it as the city, and then you say
we'll, we'll give the operation and control -- I ask you is not the illusion coming back --
we're ju-sf turning the mirror around, you know, you're saying we won't control it, we just

own it,
A PANELIST: I haven't said that at all - -

MR. LOFTUS: Well, excuse me -- no you have not said that, but let's -- that's the argument
turned the other way. We'll own it, we won't control it, but we can't control it unless we

own it -- whatever.
MR, WEBSTER: Jack, can you make a brief comment about the question that was just asked?

MR O'NEILL: Yes, the motivation one, I would like to. I think that the services will be
motivated by the user, and I think that there are a lot of public interest application in services
that may not be addressed directly by a private entrepreneur. What I am talking about here,
for example, is municipal functions, traffic control power grid contrel, which would be of
public interest, going educational systems, interconnections, and so forth. These are systems
and concepts that permeate an entire metropolitan region, as opposed to just a particular

city. And the cities are spending fortunes now, literally, doing these types of functions, and
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they have got to become more productive at it. Telecommunications delivery of these services
can help do that and increase that productivity quite a bit.

In Washington, D. C. for examrple, if you are ever here during the peak traffic
hou_rs, you'll find that quite a bit of the police force is diverted to doing traffic control and
putting out the little orange cones, and making one way streets out of those that the signs
have not already been made one way streets, and such. The idea of having multiple operators,
(and this another advantage perhaps of the common carrier concept), of multiple operators
owning systems that encompass a single jurisdiction of a municipality, becomesra problem
when you want to implement these concepts. If you wa;lted to do traffic control through
the district and into the suburbs, where all of it is going, it's going to take quite a bit of

control, and a co-operation.

You cannot have an operator saying ''gee, I'm using all of my channels this week',
what I'11 do is I will rent one to you next week. Or the police department in one part of the
district wants to talk to a precinct house in the other for training every day -- or upgrading,
for example, the first aid rituals or what to do when somebody won't listen to their rights,
or after they have listened to it, they tell you, they don't understand; you know, the training
ritual that goes on, over and over again, every morning. And these precinct houses are
located in widely diverse geographical areas. You have to have some type of management

control over the entire network. The same with brownouts and blackouts. It's nota
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~ particular municipality's problem, because the power companies do not particularly respect
political boundaries, and therefore the problem does not respect political boundaries, so
there is a need to have in some of these services, which I‘ call in the public interest, would

be motivated and paid for by the people who are doing them now, the municipalities and also

by the Federal government.

There are verylarge programs going on now for automatic vehicle monitoring.
This is knowing where your fleet of vehicles are. Theyarebeing sponsered by the Depart-

ment of Transportation, and they are being tested in Philadelphia.

Many large companies are very, very interested in this, and have spent a significant
amount of dollars in that particular arena. There are many dollars being put into the educa-
ional systems, computer-aided instructions being one of them. This type of motivation will
come not from the municipality per se, but the public interest in the university, whether it's
a locally or privately owned college, or whether a university, or a state college, it's still
a public interest type thing, because we all do pay tuitiontothese. Those are general comments,

P

Thank you.

A PANELIST: Could I just make one comment very briefly -- on the question of motivation.
I myself don't feel, as an operator, highly motived to provide the access, to get out and
train people in using the access, and a lot of the other peripheral services. I have to be

honest. That's my opinion and I can't speak for the industry, and I'm certainly not doing
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" that, because there are people in the industry who feel different than I do. But I den't feel
motivated for that. I do feel motivated to go out and do what I think I know how to do, when
I want to do it, and that's develop the system, for whatever uses it may have -- if itis a
delivery boy, if it is a highway ulz;on which you can put all these services and cars, and I
say O.K. let me be the highway builder, let me have the highway. Let's put all the cars
and do the traffic control and ~hatever else you want on it; that's where I feel I have the

motivation.

I don't feel from the the private sector, by and large, you are goihg to get the
motivation to provide all these ancillary services that you are talking about because these
are too publicly oriented and there is too little profit incentive to the private operator. 1
think that is a burden that is going to fall upon municipalities and to other privaté users,

or public users.
MR. WEBSTER: Mr., Homet has a question --
MR. HOMET: I am Roland Homet, and I am a Washington lawyer.

MR. WEBSTER: I'm going to ask you to move to the microphone, I can't hear you. One
of the reasons I was chosen as moderator is that I have a reputation of being a tough guy

and the nasty S.O. B.
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MR, HOMET: My name is Ronald Homet. I am a lawyer here in Washington who has con-
cerned himself with issues of regulation at all three levels of government. I'd like to ask --
make a couple of preliminary comments and then lead into the -- what you identify I think

by property -- as the central issue of separation of ownership from control. First of all,

as far as variety of city and public services, school users and so forth, I don't know that
anybody has fnentioned the possibility of working out arrangements for dedicated cable, where
the cable operator will contract with the city, at the city's cost, or at the cost of the relevant
institutions that are interested in the service, to install separate cable for their data- and
other information uses, at the time that the commercial system is installed. This with the
understanding that the contro!, the use of that cable for what are clearly public service
requirements, would be vested in the city agencies. I would suspect that this would be

a division of responsibility that would sit rather well with the private industry as well.

As far as the threat of municipal takeovers, I think that has to be balanced with
another consideration. lierman Kahn whose name has been mentioned here, is now facing
a jail sentence, not because of the tl reat of a city takeover, but because of the threat that
an exiisting franchise would be handed tc another private cable operator. And that situation
as it exists throughout the country today, has been exacerbated, I believe, by the FCC's
15 year franchise limitation, and it, from what I can see, is having a potential chilling effect
on the ability to raise revenue, just as has been rnentioned, towards the end of a franchise

period. Municipal ownership, if it were established, would, I suppose, guarantee at least
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a longer term security of 10 years for that system. And barring some change in the FCC's
approach to franchise limitations, could possibly offer some financing advantage, just to

counterbalance the comment that's been made there.

Now, moving to the questions of separation of ownership and control, Mr, Hetzel
made a couple of comments that I thought crystalized the points of controversy here and I
would like to address myself to them but with the thought that all the panelists and others

might wish to comment.

First of all, he said that a motivation for Detroit was an emphasis on added
service, and I wondered if he meant to imply by that, that thev Detroit City Council would
somehow commit itself, irrevocably, to reinvestment of all net earnings from the system,
to improvements of the system, The San Bruno motivation, as I understood it, included
general revenue purposes, meeting other municipal needs this would seem to me to have,
at least, the same kind of draining effect as satisfying stock holder requirements, I would
think that down the road, even if you start off with one motivation, there might be real
temptations to use cable revenues, not for improvement of communication service, but for

these very pressing general municipal service requirements,

Now, on the point of political control, this also, to me, goes to the heart of the
dispute, The common carrier model, as Mr, Hetzel said, would separate software from

carriage. Is he saying that the Detroit City Council would permanently disqualify itself from
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intrusion in prograrn carriage decisions? If X movies appear on the cable, if controversial
programming appears, if somebody undertakes to criticize somebody in the city government
on one of these channels, where are complaints going to be made? And what will be the
reaction of the elected officials to those complaints ? We do have an imperfect, to be sure,
analogy in what has been happening with the public broadcasting service, where complaints
have been felt, in the White House and in Congress, and actions have been taken that threaten

seriously to cripple that service.

Also parenthetically, in the PBS situation, we all remember there was a big outcry
about the salaries being paid to certain people, hircd by PBS. These salaries were higher
than being paid to members of Congresss, so that again, the suggestion was made earlier
that it may be difficult for public officials to pay the largé salaries that are appropriate
for really expert cable people, who are going to do the operation, does seem to me to remain
an important question, and all of this assumes that you can get common carrier status. I
tried that on for size -- with an "amicus brief'" on behalf of the State of Illinois, the Mid West
Video case, and as it currently stands, that is not the law that is not the inteﬂtion of the FCC,
although it does seem to be the intertion of some people, the staff at least of the White House

cabinet force.

Personally, I remain in favor.of that model, but at the present time, you do have

to have local origination. You do have to abide by the FFCC regulations which ¢ not guarantse
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that you can set aside channels for leasing at all, and so that the question of political inter-
ference, or intrusion, the temptations to it, exist quite strongly, it seems to me under the
current model. And there still could be serious reservations, even if the common carrier

status is achieved.

MR. WEBSTER: While I got you at the mike, were you proposing that we -- or were you

suggesting that dedicated cable be considered as an alternative to public ownership?

MR. HOMET: Well, I think that is one possible model in the mixes that can be achieved that
would satisfy some of the use requirements that afe iég’itimately of concern to the city. In

" other words, the city would be a user of a service. It could also control the cable that
provides that service, without perhaps raising some of the other problems that have been

suggested here today.
MR. WEBSTER: Dr. Hetzel?

DR. HETZEL: Yes, let me try to respond to a couple of the things. Some of them I can do
very quickly, I think. The first question you asked was in terms of the added services, and
whether it would be essentially an irrevocable determination by the council that, at least in
terms of our study committee's recommendations, that these -- any excessive revenues
over cost would go to upgrading and improving the system. If you would read our report,

it's a little more complicated than that., But, essentially, we set a schedule of priorities
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which essentially put upgradihg of the system first in terms of programming, other kinds
of aspects of it, and then finally only if you could meet these other needs, which I suspect

will never happen, would any rnonies therefore go to the other purposes of the municipality.

That may not be totally pleasant to councilmen, but I think the concerns you raised
are appropriate, which isg that they will - as we found with the parking authority in the City
of Detroit, suddenly any surpluses they have did not go to building additional parking structures,

even though they may be needed; they go to other city functions.

Secondly, if you ask about the question of common carrier status. I assume that,
in a sense, if there was a publicly owned system, one could by contract, in a sense, develop
it that way. I would hope also the FCC with some, perhaps, prodding from til\? cAabinet com-
mittee, as vov mentioned, may move toward some experimentation on that basis. I think that
local origination can be taken care of in a system, even if you separate out -- if you have that
requirement, obviously, there is a basis for retaining a channel, or two, to do so, and leasing
out the remainder of the channels. And I think the more difficult question you raised, in terms
of political control, and I think anybody who dismisses that quickly is wrong -- I think Mr.

Loftus raised that -- and I think others have, and I think it is a very important kind of issue.

I don't know whether one we'd looked at, when we.were trying to make our analysis
in Detroit, whether some process of dadication, as you mentioned, would be one way, in a

sense, a separate grant of authority to utilize this system on a long term basis, to split

163




°

the access out and essentially take, you know, a long term lease, or a long term dedication
that would free people from the control over political content, or the complaints as you
mentioned, or the attacks on councilmen. We wanted to see if there was some way you
could deal with that, and I think if you are going to deal with that, you ought to deal with |

it at the beginning, headon before the problems arise and try to anticipate them and see
how you can best build into them the needed protections. I think that there are obviously
other laws that would deal with obscenity, with gambling and other kinds of things that

are now prohibited on the airways, and I think, as a matter of fact, mayb: there is more

potential for control ultimately from the I CC in this area than from the lccality.

A PANELIST: I might comment on that same political question. Most of the cities in
American are small cities. Now a lot of franchises are small franchises. Maybe one
company has multiple franchises, but no individual franchise, in a lot of these small
cities, can support the kind of program origination that we seem to be talking about today.
We are talki;r;g about the large urban center or the very large cities, where there is a
sufficient number of customers to carry the cost of local program origination, in terms
of having a producer and setting up -- and bring in the people, and actually taping and

organizing a show.

I think the lack of this type of thing, developing in the small communities, is
going to be limited. “ou're going to see the local origination being a much simpler type
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of local origination. The other origination at the local, within that channel, is going

to be programs that possibly are bought from some new company that will develop, or
probably have already developed them. You would buy from those companies programns
that you weuld put on your own channels. These could be distribution of public service
programs, an explanation of programs of all levels of service, programs of access to

the public, where they have a right to speak on any issue they desire. The fear of control

of a city council of those meetings is not a very difficult thing. -

I cannot say that there would not be problems. Once you get together with
politicians, you have problems. When you bring people with differing ideas and values,
into an arena, you have problems; you can't avoid that and it's a healthy thing. Council-
meetings are wrought with tempers and conflict, but this is not bad. Now, within cable
television to say that a council, because somebody speaks out against them, is going to
control television -- I'm not going to say that would never happen, but I think if it happened

in excess, there would be regulations to control it.

A city council, in setting up the use of its channel, would set guidelines, and
those guidelines would have to meet community values. And one of thos”e“.;é.lues is free-
dom of speech, whether you are calling the mayor an ignoramus or not. He is not sud-
denly going to deny you that right because the person will be speaking within guidelines.

Private industry does that right now. You'see all kinds of public forums, the little 5
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minute, or 3 minute bits on television, where the people speak, and those people speak
under guidelines established by the station. And I'm sure the same type of thing would
develop within a channel controlled by a local government, and as long as they stayed
within those guide lines, people would have complete freedom, so I don't see that as a
great threat to controlling of the people's minds for example, they may have two or
three channels, but the law can easily require that you carry channels 4,7,6,10 and so

forth, and those channels are completely controlled by the private sector.
MR, WEBSTER: Thank you Jerry.
MR, MINFORD: The control of information is not really a threat.

MR, WEBSTER: I'm going to take one more comment from the panel on that question

and then I'll go back to the floor,

MR. O'NEILL: I'll make it very quick if I can, What really is necessary is a statement
of your objectives, and I submit that once you have decided as to what your objectives are,
for your particular city, your area, or for your region, that there are probably public
interest ownership arrangements that have previously been tried in that arena, and that

are successful, or if they are not, you can dream up a combination that will provide your

particular objectives.
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Now, whether yod are talking about municipal ownerships, subscriber ownership,
whether you talk about joint ownership arrangements between the city and service people
or TVA authority types or COMSAT or profit making authorities -- there is some type of
ownership arrangement in the public interest that can address that in a significant way.
It will not wipe out all problems, but I don't know any ownership, whether private or public,

that does.

The other thing the gentleman mentioned, the dedicated nets -- I'm happy to hear
you say that -- that Washington Urban Cable system study report that's in the lobby, talks
about four such nets, and they are independently financed. They are, you know, municipal
net, federal net, educational net and the business and commercial net. There are legitimate
needs for those since a number of subscribers are significantly different. The information
flows bilateral and a lot of it is very private type stuff. You don't want municipal information
on the wire that goes into every home, but such nets are in the economic design and the

technical design of that system. Thank you.
MR. WEBSTER: Ah -- Stewart, I think you are next and then the gentleman in the back.

A PARTICIPANT: My name is Stewart Belstein, and I am employed by the Nztional Cable
Television Association which makes my opinion suspect. There are a lot of things that [
could address myself to, butI think given the time I just want to interject two points for

consideration here. One is this business of -----




MR. WEBSTER: Would you move up to the mike, please?

MR. BELSTEIN: One is the situation surrounding the making of a cable system into a
common carrier. This carries certain state regulation ramifications in terms of making
it a public utility, But I think rather than talking about the actual regulation of a common
carrier, I think what we are all interested in is that there is access to the cable system,
access for those individuals in the community who are without a public forum. Also access
for programmers, access for minorities, access for the educators, etc. and I think in the
top 100 mari(ets, the FCC's present and new cable rules adequately take care of that. They
require that beyond the required origination channel, and the three dedicated channels, that
there be one non broadcast channel for every hroadcast channel, and then it be available

and open to all, on a non discriminatory basis, with just and reasonable rates.

There are a.lot of things to be ironed out there, you know the wonderful question
of what the heck is a just and reasonable rate, but the fact remains that whether it is owned
by the city, or it's owned by Dick Loftus, the cable system, or whoever owns it, or whoever
runs it, the rules, in the top 100 markets that the FCC imposes are the same. I don't think
you are going to have a particular channel available, or not available, to a particular group,
n o matter who owns it, and the fact that the city owns it‘is not going to improve that situation
necessarily, and in markets 101 and below, the states and or the communities are entirely

entitled to impose equal regulations.
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The commission has stated that, and another thing, whigh is the second point,
which has not at all been discussed today, is in discussing who is to own it, and who is to
control it? I wish Ted Ledbetter was here. You're the only black in this place, in this
particular room, I wish there were others, so I'll make my point anyhow. I sat in with,
about two weeks ago, with a group of blacks, very interested in cable, and I know -- Ted
was not one, but his viewpoints are the same -- I said, we isolated three things which
minority groups, not justblacks, are interested in, employment, access, and equity par-
ticipation. And I asked them to rank those in orders of their priority, and unanimously,

they put equity participation first, and employmeant last.

Now access has been guaranteed to them by the FCC rules, if the FCC keeps its
word. The employment situation should hopefully take care of itself eventually it has a
long way to go on that, but municipal ownership is not the answer to the question of equity
participation, and I think this is a consideration -- this was a consideration on the attack
on the Cogg Report in Dayton. And it is a consideration in the -- not in the MITRE study
for Washington, but in the City Council study that came out a year or two ago, and has
been a consideration in a great number of other large cities. I do believe that it should go

into the mix of factors.

MR. WEBSTER: I wonder about that -- thank you very much Leo. I wonder about whether

municipal ownership, or private ownership, either or both of them, by themselves, as

ownership patterns, do figure into the question of equity participation for minorities and
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for other citizens. I wonder about whether both could be modified through some schemes,
assuming that you would have majority owners, in either the municipality case, or the
private ownership model, modified by some scheme so that trxere would be participation.

In Charles Tate's book for example, cable television in the cities, a very good presentation
was made at the conference by a city councilman from Boston, Thomas Aitkins, who spoke

to a possible hybrid situation of a system partially owned by the municipality, the hardware,
with some programming owned and controlled by minority groups, and various other schemes
which had 5 different kinds of owners, which spoke to a gradual growing of the equity parti-
cipation issue. [ wonder, and [ agree with you -- well, I'm the moderator and I can't say

toomuch. You have a comment --

A PARTICIPANT: If anybodry thinks that the Detroit Study Committe was able to walk away
from the last issue that was .raised, obviously they don't know the composition, racial com-
position of the city of Detroit, which is at least 40% - 47% black, in which there was on our
study committee a very high representation, I think probably close to that in terms of the

s'tudy committee membership. And yet I think you will find that in a very large part, there
was a strong feeling of the people on the committee that the issue is not equity participation,
that assumes that maybe you got some equity and that you can come in there and participate,
and that may not be the case in very many instances, and I think if you look around the country,

in terms of the minority community, that's been one of the great, great difficulties.
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The question is the potential for profit, I would suggest, and in terms of the model,
both Tom Aitkins' comment just relayed, and the one that you would see in the Detroit report,
it is that there is in these management contracts -- the opportunity contract out for var>ious
parts of the operation, many opportunities for, and particularly for local firms, and there-
fore, for minority firms, in a city like Detroit, opportunities for profit. The second aspect
of it is the question of control The employment issue, I think, was very clearly taken care
of in terms of our Detroit report, but I think the FCC has moved on that. What I would
suggest is the control issue, if you are talking about that -- that's really thé access, but it's
access in the opportunity -- actually program -- it's the opportunity to have in a sense, a
guaranteed portion of the system that can be available for locall 'programmin'g by those who

wish to get their message across.

And if that's what we call access, whether 61‘ not we call that control, what you
need therefore is some assurance that some of the channels will be available for utilization
by persons representing the minority community. If you take care of those two aspects of
it, it seems to me, you have met the kind of basic concerns that were raised and the con-

>
ference referred to. I would like to expand one other aspect though. Charles Tait and !

have discussed this facet and the one difference he suggested is that this is perhaps an avenue

through the investment and profit potential, that there can be a leveraging effect for the minority

community.,
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Cbviously, you can't respond to that except to say, I don't think all systems in this
country will be either privately owned, or publicly owned, and I think therefore, there are
some opportunities in various places for that kind of leveraging to happen. If it can. The
difficulty has been, as I think all of you know, the most recent thing I saw in the Wzall Street
Journal in terms of the numbers of systems in which there is a significant participation by
minorities, aside from being front groups for MSOs. I think there are a few of those, but
I would suggest to you there is very little actual equity investment and very little return

under those kinds of circumstances.

One last thing was the question of the city as a system operator, whether there
is going to be any variation in use to channels. I would suggest that the public owner, as
system operators since the FCC looks to system operators to decide how channels are going
to be used, can go in there and request a broader number of channel utilizations based upon

the waiver procedure with justification, as the FCC has set forth.

MR. WEBSTER: Thank you. I'm going to have to live up to my reputation for the next five
minutes since I've been asked to break at 12 -- and I'm probably going to be rough and ready.
There was a gentleman in the back, in the rear, who had a question, in the green coat.

Oh, I'm sorry, it's a woman I only saw the sleeves -- great.

A PARTICIPANT: Thank you. I'm Barbara Cole from Salem Oregon, and I just wanted to

pose a question on the common carrier status. If a common carrier status is established,
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for instance, in our state regulating all sorts of ownership mixes, does it necessitate a

uniform rate schedule and does this open some possibilities for deriving greater income?

MR. LOFTUS: I'd like to address that. I am on the Board of Directors of the New Jersey
CATV Association, and I am acting as a special counselto the Association. We have a
regulatory bill which is presently pending’in the legislature, in Trenton, which would, right
now, establish a CATV Commission, under the Public Utility Cdmmision, and take certain
sections of the existing utilities statute and apply it to cable television, and put in different
things and do some changes and what have you. Then we also have a bill which has been
submitted by the PUC itself, which would just take CATV and place it totally under the Public
Utilities Commission, and let them do really whatever they wanted to regulate it in the public

interest. We are’?ﬁ the lobbying, and negotiating, and discussing, and working stages right now.

The first point of issue that came up was the question of rate regulation, and when
you come into that point, you really have to come down to the basic concept of the business end.
Is it rate of return or is it regulation rate? And really you can't have one without the other,
as you get down the road. I think that it is impossible to have a common carrier base, unless
you have regulation rate and regulation return. I think the two have to go together. I don't
think that you will be able to divorce thefn. I think if you are going to have CATV regulated
as a common carrier, it's going to be regulated like all the other common carriers, with

its appreciation funds, its rate basis, and its rate of return regulations,
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MR. WEBSTER: Thanks, Dick.

MR, LOFTUS: I'd like to say, however (laughter) Dr. Hetzel I just want to say, if you have,
on a commentary basis, you can have categories of users, and thereforé vary your rates

based upon some rational categorization of the users.

MR. WEBSTER: O.K., I'll entertain one brief question, then one brief response. " Would

you go to the mike?
A PARTICIPANT: I'm Rick Titus:. I am a city planner from Baltimore, Maryland.
MR. WEBSTER: Please speak into the mike.

A PARTICIPANT: Yes--I'm Rick Titus from Baltimore Maryland, a city planner. I'd

like to just nave the people that are making the decisions about cable TV in the cities to

stop thinking about the future for a 1ninute, and think about the communications pictures

in the city right now. Think about the money that is available from the Federal government
for forms of communications, such as the topics program, where you have a computerized
traffic control system that, in the city of Baltimore, is worth about -- is going to be worth
about 12 million dollars on a contract, and the entire system could be placed on coaxial; how-
ever its -- because it's to far along in a multistrand kind of a application, that's where it is
going to go. Think about the justice, I think it's the Justice Department that is funding

right now police information systems, helicopters and this kind of hardware, uses that can

also be put over cable.
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lL.ook at these kinds of things for ways to raise revenue to do your own system,
and don't always worry about the future, and don't always worry about getting the financing
from the private sector, or from bonds and what have you. The money is there right now

if you look for it. ' '

MR. WEBSTER: Thank you very much. That's it. The buses will be waiting for lunch.
I want to thank all the panel members for participating and everyone else for being here,

and I kind of wish we had another week to discuss it, but there it is. Thank you.
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WORKSHOP 3) PROGRAMMING: COMMUNITY AND LOCAL

Ralph Lee Smith - Division Staff, The MITRE Corporation;
Author, '"The Wired Nation'', Moderator

Red Burns - Alternate Media Center

Henry D. Pearson, Jr. - Director of Public Access Channels,
TelePrompTer Manhattan Cable TV

Doyle Dugans - Lessee, Channel 3, Flint Cable TV
Thea Sklover - Executive Director, Open Channel

John Gault - Vice President, American Television and
Communications Corporation



MR. SMITH: Today we are going to have an informal panel discussion and are simply
going to respond to what may interest you. It is a group of experts who are here,
who collectively have as much experience perhaps in this field as there is and you see
.the names On your programs. I can't see from here how this runs, It's John Gault
down there, then we have Théa Sklover of Open Channel, Doyle Dugans of Channel 3
in Flint, Michigan, Hank Pearson, Director, how does it go, Hank? - what is the

correct title?

MR. PEARSON: Well, Assistant Manager, but I guess my real love is public access

with TelePrompTer,
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MR. SMITH: You are a Director of the Public Access Program.
(General discussion)

Next to Hank is Red Burns of the Alternate Media Center and I am Ralph Lee
Smith of MITRE Corporation. The question period is now open for question if you

want to do it that way.
No questions? Then we will begin with a few remarks by Red Burns.

MRS, BURNS: Cable is not television and I think that {(laughter) - and my feeling is
that the more we think cf it as television, the more bogged we get down in 19th century

concepts and that what in point of fact Cable is a whole new area of communications and
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and that we can start to develop it in that way if we take in a (word lost) and press all that

we know. I know that Lee and I are in disagreement and that he will respond to me, I am

sure,

The point of all this is that it is amateur, it is non-professional, it is the first
conceivable way of people really plugging in locally to a situation. Cable is local. Cablg
is not network, Cable is not national. We have always had a notion or feeling that if it is
local, it is kind of dreary and it is dull and it is uninteresting and that "is all people have

to say'',

The interesting thing is that when environments can be created or places can be
created where people can begin to talk to each other, to look at each other and not to come
to '"make" videdtape for the Cable but rather come to find out what people are - where
people tend (words lost) in rclation to what they are thinking of - to what their interests
are in the community. And people start to connect with other people. They begin to look
at other people - they begin to ''get the feel” of that environment that they are living in
and the cable then is used in different kinds of ways. Sometimes people elect to make
programs and sometimes people clect to find out or explore areas that they are interested
in whether it be an ecological thing or whatever, But the point is that whatever people
want to do begins to surface so when Lee talked about workshops, we talked about the fact

that Cable is not television and in any community, that '""community’' can define its usage.
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It can decide for itself what it wants to do and '"Reading'’ which was the very first workshop
that we did and I think that Earl Haydt is at the back and John Ascotti is ai the {ront, Earl
is the Systems Manager of - he gave us a great deal of support. Jack Gault at the end all
allowed us to come in. And John Ascotti came out of the community and is now the

"resource person'' in that workshop.

And there are a group of books at the back deséribing in essence what went ¢.a in
Reading and you are welcome to a copy. So I really want to state very, very cleafly I don't
believe that the emphasis should. be on professional tapes. We are talking half-inch black
and white video tape, we are not talking about two-inch color. We are not talking about
studios, we are talking the outside in environment whe re people begin to use the equipment,
where people begin to get involved in what is it to assemble the information. Other people

get involved in the specifics of what they are doing so it is not television,
MR. SMITH: Okay by me., I don't know -

A PARTICIPANT: I want to raise a question right now.

MR. SMITH: All right.

SAME PARTICIPANT: If you don't mind.

MR. SMITH: Please do.
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SAME PARTICIPANT: Cable and paid TV - you are distinguishing for reasons other than
those, let us say, that would be applied on an engineering basis, because you were saying
there - I don't want to use television, not because television isn't an appropriate wozrd,

but because it brings with it a host of other things that I don't want to be - have associated
with it. And yet, it seems to me that it would be better not to'.just try and characterize
what it is you really want and forget about saying that Cable isn’'t television but to say what
it is you really want because a lot of people are turned off when you say that Cable isn't
television because obviously video signals are being transmitted through a receive.r from a

transmitter.

MRS. BURNS: That is precisely the point that we don't purport to tell people what it is

but people decide for themselves in each area what it is that they want to do with it.

THE PARTICIPANT: That has nothing to do with the process of transmitting signals over

transmitters to a receiver. And that was all I was saying but -
MRS. BURNS: I am talking about a concept -
{General discussion)
THE PARTICIPANT: You are talking about a different way of characterizing what goes on.
MRS. BURNS: I want ﬁeople to look at Cable in an entirely different way. I want to look

at it in a different way.
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THE PARTICIPANT: O.K., but that is different from saying that Cable isn't television.
{Gencral discussion)

A PARTICIPANT: Just to clarify that point, I am interested in - you have four non-
commercial stations in New York - if one of them decided to operate in an open access
fashion, would that begin to satisfy the needs? In other words, not the fact that it is

two-inch -

MRS. BURNS: Two inches is very expensive but half inch black and white portable equip-

ment is, I think it costs us one per cent of what two inch equipment does,

THE PARTICIPANT: So you are saying that the economics. of the type of equipment that

you can use make more things possible -

MRS. BURNS: And also as opposed to ccher people covering the news or other people
interpreting what is going on in the community, the people themselves begin to get that,

to do that themselves.-

A PARTICIPANT: This is Bob Smith of WNDT, Northern Virginia station which has also
done a lot of programming. The only kind of announcement they could decode in an emer-
gency in this session, it says here, there is a tan Dodge with the lights on - Virginia
License Plate CTZ 3l6. It causes me to worry - I am sure the lights are on in my car.

(laughter) I am just sure of it,



A PARTICIPANT: (Participant did not use microphone and spoke very low - text lost),

MRS. BURNS: It is both access - access in terms of people being able to use the equip-
ment, people being able to plan the programs, people being able to do it themselves and

having access and not having the kiud of professional if .you will in the middle of all this.

MR. GAULT: Let me interject a Jdifferent viewpoint which is probably going to be saying
the same thing. Just going back a little bit in concept, it was our concept as a company
that we had not only the responsibility to provide access but to try' and provide it in such

a way that it would not-only be meaningful but that it would also be self- sustaining hope-
fully, Our providing facilities per se isn't going to do that if we just open the doors, say

to the community come on, here is access. And open the Center and say here are
cameras, go out and use them. We didn't really think that anything would happen that would
be terribly meaningful because this has been started before and f.here have been some
successes but these things began to falter because of the iac!” of momentum. It was our
feeling that we needed a catalyst, if you will, to be in the community who could help develop
the resources in the community to use our facilities so that our facilities would in effect

be properly used.

At the same time, we also felt, perhaps luckily, because they were all guesseé,
that we didn't know what the hell we we~e doing. I don't know if anybody really knew what

he was doing. Access was a great buzz word and we all had to feel our way. But we also
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felt that we didn't want to create a bureaucracy which makes me wonder - it is just a wonder
before I start World War III up here - whether or not a station that has /ull time open access
with the existing bureaucracy of the station, the station managers and programmers and

the rest could really have meaningful public access.

And I just don't know; there is a doubt in my mind because of the fact that you have
a precreated and preconditioned burecaucracy in that situation. But one hopes that logically
‘lc.hey could do it but if we had the Cable system running it and if we had the manager running it
and we Lad the people reporting, can we put this on and is this obscene and is this‘libelous ‘
or whatever, we had §o try and find a way to get around that. And I certainly don't think
that we have solved ail those problems but by bringing in and working with the catalyst, if
you will, to do these things, to train these people and to search within the community for
the resources to make the access center, to make the vorkshop self-sustaining, I think at

least in this one specific instance anyway, in Reading, we found the answer for Reading.

I would like to count it as the answer to the ""Roads' problem but that kind of
universal panacea I (un't think has been found yet. But perhaps this is a good guide to
start it in a community like Reading to work outside of the system in developing resources
and talent and yet have the system be totally cooperative in providing facilities, a place
to work, a place to train, a place to walk in and out of, a place to have coffee if you will,
with some discipline attached to the Access Center. It should not be chaos, it is not j\ist

an open door policy, there are rules and regulations.
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MRS. BURNS: No, but Jack, those rules were set up by the people - not by you and by -

MR. GAULT: Yes, but we hoped that there would be rules and regulations formulated.

The people set up their own rules and regulations’ -
A PARTICIPANT: Who set them up? Who are the people?
MRS. BURNS: Why don't you talk about that?

MR. ASCOTTI: O.K., I will. My name is John Ascotti. I am a, I guess you coculd call
me the coordinator in the Reading system. I work entirely for people in the workshop.
They don't work for me and in a very real way, I don't work for the cable system either.
They pay my check but my energies are devoted to people in the community that want to
find out what is going on a;nd hopefully tell us a little bit about what should be going on,
Earlier on in this, in our workshop project, we got together as many people as we could
on a given day and we thrashed around for maybe four or five or six consecutive weeks
trying to work out some system for regulating ourselves that was hopefully as hassle-free
as possible. One of the things that we decided on as a group, maybe one of the first rules

would be that there would be as .few rules as we could handle. -

So we did formulate as a group some regulatory rules that dealt mostly with just
the equipment - you know, just so people wouldn't take out a video tape recorder and not

return it on time and that would kill"(ﬁsr:)mebody else off schedule or som-thing like that.
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But I have to stress that all of these things were done by the people that we got
involved in our community video w"okashop. There was no interference of any kind. In
fact, I heard the term that came up again yesterday, benign neglect, and maybe that in
a way characterized the cable system, They provided us with hardware and a physical
place to meet and technical assistance from p.eople that worked for the cable system and
then kind of left us alone to develop and try to explore some ways to provide some mean-

ingful community service,

Red said something about people not always making tapes for the Caktle and that has
been very true. For example, we might generate ten or twelve hours of tape per week.
We have well over a hundred and twenty, a hundred and fifty somewhere, people from the
community trained so far and we do generate a lot of tape and not all of it, or not even
much of a part of that tapé actually goes on the Cable system., That, what is for most
people, is that they have to feel their way out and I think there is a strong feeling among
many. people in the group that what they want to do eventually is to put their tapes in front

of the public and do something for somebody, for themselves or their own group.

A PARTICIPANT: You mentioned you have hours and hours of tapes - what criteria are

used to (voice drops down below.level of recording) -

MR. ASCOTTI: Well, that's up to the people. Again, this is the kind of thing -
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PREVIOUS PARTICIPANT: (participant did not use microphone and spoke very low - also

much coughing) -

MR. ASCOTTI: Well, the people that make the tape you see - because I think it is very
obvious that people don't really know what is happening - even experts sometimes don't
even know what public-access is and the pedple in the community certainly didn't know and
when it came to criteria - well, ‘that is a thing that we leave up to-the individual. What I

| téll peoi;le early when we have these training sessions is\kthavf‘:: that it has té suit youj,.‘not

us and that if you develop a tape that you think is effective, then, well go put it on the

system.

PREVIOUS PARTICIPANT: But I am a little concerned that the ultimate judgment and
the choice even of criteria are left to an individual., If the point of the program is
(voice lost) - the possibility of manipulation by individuale and I think that that might be a

serious problem.
A PARTICIPANT: Can I nose in?
MRS. BURNS: Mr. Earl Haydt.

MR. HAYDT: My name is Earl Haydt and I would like to loosen you up a little bit by

throwing a few insults around. (laughter)

(Undecipherable comment from the audience)
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I am trying to make a point. You people are all wet in your thinking. Joe isn't -
I want to explain a few things. The way this happened - you are looking at a fifty-one year
old man, been in the cable business since 1948 - been doing cable casting on a community
service basis since 1960, And right now, Jack Gault has his fingers crossed, his legs
crossed and everything else, in hopes that I don't tear you apart - and only he knows what

ae

happens.

I ém'trying to say - let's break away all the Barriers - let's forget about what ydu
broﬁght_: up. For example, you brought out a very good péint here. Do you mean to tell
me, young man - I am trying to transpose your mind a bit and you may kick me in the head
when I am finished - do you mean fo tell me,+young.man, that you let someone come in off
the street and make a tape and not edit, no - assemble it. And you hand it to the director
" of the cable system and say here - play this and he shoves it on into twenty-eight thousand
homes? To this, I not only say yes, but I say Hel.l, yes. You mean to tell me as a

manager, you don't know what's on air.

Ladies and gentlemen, I haven't the slightest idea what is on that tape. I haven't
the slightest idea what is going. on in my. se;ond floor. I never go up. I don't dare go up.
(laughter) Because I do not belong there. Mr. Gault and I went around and around. Now
- he says -loé)k,if. it is going to work or not work, let it alohe - yes, I 1_{now what is going on,

ladies and gentlemen, but I don't know what is goingho'n.
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Joe forgot te bring out a few points. Joe was not hired as the Director of our Center,
I never saw Joe until Red Burns walked in and says I think it is about high time we put
somebody in charge of this operation on account of I got to take Phyllis Johnson and ship
her somewhere else because you must understand that alternate media center came up and
gave us the backup and the first thing Red Burns had to do as she said is come in and get

someone out of my office - right?

MRS. BURNS: Right,

MR. HAYDT: Which is a big lie and you kncow it. (laughter) It is not true, When you
come in to a man who has been in the business os long as I have and you get a lot of

things going through yoxir mind - how many customers do you have? Why don't you get
more? We should have done better last week but on account of this, we did not, etc., etc.,

etc., - Don't you have the same problems in your business? (laughter)

All Il am trying to do, ladies and gentlemen, is break down the barriers and forget

about who we are and loosen up.

O. K., now we got this thing started. If you think for 6ne minute that 1 was not
scared, it is absolutely true. Now if [ were scared, I would not have entered this business
in 1948, on account of, in 1948, we were going to stay in business, give or take - what Jack?
- six months, eight months, a year., Here is a bunch of nuts that are going to - we are

going to bring television in by wire. Who are you kidding? - who needs them?
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Do you know they are still telling us the same thing in 1972 - only they are telling
it in a little different way? I am only trying to bring it down to the way it came to me. I
started as I said in 1960 to do cable casting or closed circuit origination. One of the first
attempts was with Temple University. I personally thought that if you want people to know
what is going on in a media, and iucidentally, Temple had a media course, I think, for a
thousand years, and it is very good. Let these kids come in - they haven't gone out into
the community yet - let them find out just exactly what goces on in the community., Let
“th2m mix it up with us - let them come in and get their hands on the cameras. Let them
be a director - let them be a script writer. Let them be whatevery they want - let them
go out in my trucks. Let them talk io people in the homes - the people don't know who
they are, they might be in a welfare hoome one time and go into a Nob Hill in the next

twenty minutes. I don't know this, but let them get out there.

The management of the course at that time, said who needs this? We don't have
time for this? Why? Because the bottoirn line was there. But that is not the way you
build a bottom line in my book, so we failed. We went into the commercial aspects of
closed circuit in those days. Yes, we did evarything we possibly could. But we could
never go out into the community with a piece of equipment slung over our shoulder and

shoot it as it is. We had to stage everything.

192




O.K., so we go forward to 1957, in Reading. Why did we go to Reading? Well, it
was a mess. Tame, if you remember the name, the antenna people were down there kick-
ing the brains out of everyone. They did not want to let a franchise come in, etc., etc.,
etc, I‘was not there, This was in 1963. In 1964, they had eight hundred customers, eight
hundred customers. Now we are past twenty-eight thousand individual homes. In Reading,
there is noé a single channel that we give on the cable that you cannot spit on your fingers
with a rabbit ears or a rooftop antenna and get. Not one single channel. So why would
people want to pay four dollars and ninety-five cents a month to be on the cable? I don't

know all those answers but I will tell you we have been mixing it up there for a long time.

But just look at me as a bottom line and as an individual who has a couple of sons
grown, who are mar:ied, grandchildren. I don't like long hair, Maybe I don't like a lot

of things - but I like the country. Now I am going to start to sound like a preacher but

it's not true,

I4
So along comes these characters and I will refer to them as characters because

when Red Burns and her entourage arrived in your office, you just get bowled over.

(f&ughter)

The first thing we had to establish was my first impression. I said you look like

a bunch of kooks (laughter) and that, of course, immediately clears the air. (laughter)
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Thatis my first, the first words that come out of my mind, when I meet someone. For
instance, I will ask this young man - are you a kook? (laughter) And I did this to Red
at NYU two weeks ago and I think three out of four smiléd, because they had met me

before, and the other one was ready to take a swing at me, BUT, I got his attention.

Remember yesterday, somebody said the way to get somebody's attention is to

hit him with a brick, That is the way to do it.

Now what is a kook? In my opinion, a kook is anyone that wants to change some-
thing, anyone what is not satisfied exactly to go along the way things are, day by day by
day. Now - as a show of hands - do we have any kooks here in the room? (laughter)

There you go. No, we are all kooks, Joe.

I am only trying to loosen you up to the point that there is no point in not being
loose. Now you mentioned - another thing - I want to bring this out - in Reading, we
have two newspapers., A morning newspaper and an ev.:ning newspaper, both owned by
one and the same person. You know how successful, ladies and gentlemen, we are in
Reading? They absolutely refuse to print our name. Now, wouldn't you think that was
being successful? Here we are just a little entity with a hundred and fifty people, right?

- they go around with this cotton—i)icking gadget hanging over their shoulder and the refuse

to print our name., Do they print your name, Joe?
MR. ASCOTTI: Not yet.
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MR. HAYDT: That's right. However when our antenna site burned down, they printed
our name., That was good. (laughter) But they will not print our name. Now this does
not make me angry. Why don't they print our-name? Think about it. Here we have a
monopoly of the press. They print a hundred thousand copies of a newspaper every day.
We cannot get a newspaper in to sit down and talk but v-e have newspaper reporters in
the workshop, don't we, Joe? TBat's right. They are going out and they think it's great.
But management has not seen the light yet. Now when you see an editorial in the news-
paper that gets printed one hundred thousand times, do you think that was completely

cleared by the community before it was printed and is not that one man's opinion? But it

n

£

is a very powerful one man's opinion,

I would beg to differ with you that every piece of tape that we run on our system
is not one man's opinion. It is every man's opinion. And you kr.ow the one thing that
makes me hot under the collar. We refused, Joe dares not tell anybody what to shoot.
We have yet, and we come back to my having faith in people, we halve> yét to have one
controversial issue that came anywhere near ruffling anybédy‘s hair, correét, Joé?
Would you like to tell them? Would you like to tell them? Let me tell them (laughter) I
talk a lot. (laughter) N

O. K., we have a tremendous melting pot of people in Reading. We have six,
between five and seven thousand, between black and Puerto Ricans or whatever, ethnic -
Oh I happen to be an ethnic, in case you are interested, because depending on where I
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walk in Reading and say I am a Dutchman - I am an ethnic because I am the only Dutchman
there. Maybe Slovaks, Polaks, Italians, so you see, is that right, Red? I am an ethnic.
That isn't what you call me. You follow what I am getting at? There is no such thing as

an ethnic group; we are all the same.

But going backwards and forwards, up and down and around corners, all I am
trying to do is to loosen you up and get you to start shooting. Any loaded question that
you have got on your mind is what you can bring out but please remember that we do not
have to do public access. We are not going to pick up any channels under the new rules,
correct, Jack? Not one channel. We are grandfather until 1977 and we !m ve been doing
community access since before we even knew that there was going to be a rule saying that
you had to do it or you did not have to do it. Is that correct, Red? And I have changed
my complete approach. I heard Mr. Geller say yesterday that the FCC is looking at
access. They are not looking at cablecasting., They have, I understand, the prerogative,
through the higher courts, to kick us in the head, so to speak, and say if you have got
3500 customers, you will - not may - will do origination of programming. Why haven't
they done this? I think it is because they want to watch and see what m.otherhood can do.

Public access. Community access. Whatever you want to call it. Educational access.

Now we talked about only one phase here - we have heen mixing it up with school

districts since 1967. We have nine school districts of the seventeen in Berks County
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interconnected on our system. If you want to see a loaded thing happen there, every day"
in the week, the schools are originating their own programming. I haven't got the slight-
est idea what they are going to originate. It comes up . . . and is disserninated through-

out the community. I still'don't know what is going to be on. In fact, they are on the air

right now in Reading and I couldn't even tell what's on there. That is their %usiness, they
know the rules. We are only trying to say that community access, educational accesé,

government access, lease channels, they all seem the same to me,

We have spent a lot of money and thank gosh, gosh or somebody that we have been
subsidized and we have been backed by people we work for because I think they - I am not
so sure that they have hold of a maverick that they can't stop or if they really believe in
it - but I think they DO really believe in it. At 1ee£st yoﬁ kﬁow they keep backing us with

our so-called crazy ideas which public access was all about at that time.
MR. SMITH: On that note, we have got a lot of questions, Earl,
MR. HAYDT: O.K., sold.

MR. SMITH: Before the questions, maybe this will be helpful. I would like either Red
or John to give a simple, brief statement of what exactly is being done in Reading, let us
say by way of how it works? How many, how much time on the air, and stuff like that?

Could that be done?

197



MRS. BURNS: Yes, therec is usually an original hour a week which is repcated four times

at the different times of the week, That will increase as people want it to,

MR. SMITH: An original hour? You mean one hour on the public access channel?
MRS, BURNS: There is no public access channel,

MR, SMITH: There is no public access channel?

MRS. BURNS: That is what Earl was saying, They Jdidn't have to do this.

MR, GAULT: Red, may I say that Jack and I researched that very carefuliy We are

using a channel and we are sharing it for community access, closed-circuit, etc. etc.
MR. SMITH: How many channels are there on the system?

MR. GAULT: Twelve - we use it.

MR. SMITH: Do I gather it is used entirely for local activity of one sort or ancther?

MR. GAULT: That is correct. We use - we use twenty-seven off air channels plus
what we originate to keep t! 2 twelve channels filled up with a very elaborate switching
system. And the public access is on a time-share basis and my theory is - and Jack's
theory is and he is going to kill me for this I suppose - our theory is that we will not

under any circumstances wait until 1977 to go more than twelve channel capability., We
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are saying that when the demands are put on our system, we react, and as the demands are
put on that we cannot take care of, the information we have tu disseminate, we will add

more channels.

However, along those lines, I would like to add that we have any given time, because
of the duplicatior. of efforts on many stations' parts of the networks, we have much time
available anytime during the day where there would be network time, prime time 61‘ other.
So we are not in any trouble for a long, long time. We could go to five channels at certain

times of the day, if we had to.

~

MR. SMITH: O.K., Red, just complete the description of what happens and then I will get

to the questions. Is that it? 1Is that -

MRS. BUURNS: Yes. Tust basically, the concept was starced fcr the community., The
question was - the thing was started with a question which is Cable, what does it mean?
What do people think it is, how do people feel it can be used? Rather than coming in and
layout this is this is this is this. We didn't go in with a master plan. We went in with a
concept and the concept was a yuestion. And the question was how do people want to get
involved in terms of getting it together? What has evolved has been indigenous to Reading
and - one more second please - what has happened is that we have now start=d one in

Orlando, Fla. under ATC's auspices, One started in Bakersfield, California last

month under the auspices of Cypress. There will be one starting in the Midwest under

199




- the auspices of Television Communications and TelePrompTer has invited us to discuss
with them the possibilities of setting up criginal situations for - a possibility of original
set-ups - for TelePrompTer which we have not yet completed, which we have just started

talking about.

MR. SMITH: Earl, unless it is important, I would like to catch some questions, okay?
MR. HAYDT: All right.
MR. SMITH: O.K., here we go, - yes sir?

MR. CALLAHAN: I am confused about what the hell we are doing here and Mr. Haydt has.
been very successful in at least irritating me. I am not sure whether,we are here to find
out what case histories . . . in commurﬁty and local programming br if we are talking
about how to? The thing is labeled a workshop. I am not really sure where we are going
and I think for oﬁ_e I would like to have some answers to that so that I can get an idea of

whether we should hang around.

Now the other thing is we have got five people up there who know something about
community and local progranyming and we haven't been able to hear what it is they have

to share with us. I think we may like to get that.

MR. SMITH: If I may ask you who'you are, sir? I am sorry -
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MR. CALLAHAN: I am sorry. My name is David Callahan. I am vﬁth an organization

called Communications Dynamics.

MR. SMITH: Thank you. The way I understand the purpose of this workshop, number one
is to resist all efforts of the moderator to guide it. And number two is to find out whaf
may be on the minds of the people here that they would like to ask, the people who have
been into this thing., I don't propose that everybody here has the same kinds of curiosity.
Some are probably interested in nuts and bolts. Some may have more complicated ques-
tions as to whether it makes any sense, whether it is an important or an unimportant

feature of the Cable. I will let it go at that for th'ermoment. Yes sir?

MR. JAMES: I am Tom James of Dallas, Texas here on behalf of ""Cable''. One of the
questions which comes up with respect to public access is will there be sufficiént demand
from the community to utilize this channel or must there be some guidance, some group,

some kind of a structure, to stimulate and bring people into the use of such channels?
MR. SMITH: I would like Thea to try that, to start.

MRS, SKLOVER: In answer to your question, I guess I would like to make a statement
which is probably quite contrary to anything that I have ever said beiure Our experience
at this éoi;xt righ’tl now is that we would have to say that the public access is not working and
it is really not working (break in tape). I think pe;..rtially it is what you are implying but,

even more than that, we are talking about helping a society that has always been very
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passive in terms of television to become participants in television, I think there has to be
realism in terms of how you are going to make that happen. There has to be SO many
connections made, no question. One of them has to be on a very grassroots guts level,

It has to be in termsofpeople knowing that they have access to something and it. has to be |

made available to them on that level.

But, it has been our experience, and increasingly so as a matter of fact, that
unless there is a tremen.dous amount more of institutionalizing in the community in terms
of what public access means and how it can ’f'unction, it is really going to be something like
five or ten years from now that we are all going to talk about the great promise and the

wonderful potential and I will probably get accused of having raised a flag a lot.

But, in reality, you know, and I can't impress this upon you enough, unless the
society - and I mean society in its terms of - because it is going to have to come through
government structure to a very great extent - is ccmmitted to making the concept of public

access real, It really is never going to be real,

Yes, you will have people working with television equipment. You will have some
people in the community who will have enough sophistication or enough understanding or
possibly gripes, etc, who will care enough to learn and to gain access to the system's
equipment but unless there are ways to institutionalize it in terms of other existing

structures for instance, we were talking before about the educational institutions, well
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I thin} there has to be a very real attempt made in terms of the way educational institutions

2re going to make use of this new facility.

I think we all know that there is some equipment ‘hat has been lying around schools
for many, many years and the answer hasn't been in buying more equipment. The answer
is and the problem has been that people don't know how to make use of it., Teachers don’'t
understand how the equipment relates to what they are doing in the school in terms of being
teachers, and the connections that have to be made, have to be in terms of the particular
institution or the particular individuall and the way the technology can work for them. Very
often, we have found that this is not a natural thing that occurs but what you really have to
do is almost take people through the process so that they begin to understand how this
technology can work for them, what it means, how the technology fits into the school

system, not to just make television programs and something separate and apart,

We have started quite an extensive program now in high schools and in elementary
schools and they really teach a training program. We are working directly with students
as well., But we are saying that you have got to help the perpetrators if you will, the
teachers, the people who are really those who are going to make the difference ultimately
to understand what the technology is in terms of their needs. The connection has to be

made on a very, very wide variety of sources too.
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There are lots of institutions within - I can speak much more personally in terms
of having worked in Manhattan - we have been giving assistance outside of Manhattan, much
more on an information basis, but particularly in terms of Manhatian. Most institutions,
most groups, are not nationally going to use either public access or gove-rnment channels,
There are two channels operatng now in Manhattan, channels A and B, and they have been

left to municipal use and there is nothing happening on those channels.

B

I think the first step was to get a roadway and I would say that.is what we are talking
about in terms of public access. We have talked about educational channels and government
channels. Itis a beginning, it is a rcad. But the analogy that I think is very apt is that a
road without signposts isn't used very well. A road that hasn't even got a line up the
middle yet, people don't really know how to travel this road. There is no equipment, there
are no cars for this rgaél and people don't know how to drive the cars. In other words,
people don't know how to use the equipment. If people don't see a reason for it, a
rationale, why use this instrument? Why. make television part of what I am about? I am
a politician and I am concerned with education or I am concerned with crime on my street

corner - I mean how does this connect to me in some very real sense?

Unless those connections are made and unless - I am sorry but I don't think you can
get away from this - unless there is a (word lost) made in terms of funding for this kind

of thing, I think the prbmise is terribly empty. There must be a way to institutionalize

204




funding for this kirnd of utilization. Somebody has to put the signposts up and somebody
has to pay for the cars and access centers are a beautiful beginning and a very important

part of it but is the merest beginning.

MR. SMITH: (words lost) for just a minute - Doyle Dugans has been operating'a
channel in Michigan and I would like to hear several things from him. But first I would
like to hear what's he doing and secondly how does he start it and third is, is anyone
listening? May I do that? I realize that there are some questions here in the audience

but I would like to first hear -
MR. DUGANS: (speaks too low and does not speak into microphone)
A PARTICIPANT: We can't hear you.

A PARTICIPANT: I think it would be a good idea after Mr. Dugans is done to talk more
specifically why, about why public access is not quite working in New York and the ways

that it might ( voice drops very low and rest of sentence is undecipherable)

MR. SMITH: I agree complelely and that is on2 reason I want to hear from Doyle now

because he is éctually doing the thing and 1 would like to hear how it is working out.

MR. DUGANS: Ithink you asked me three things - the first was how was I funded. I
might borrow twenty dollars from you. (laughter) You know we scrounge and scrape like

“this, Seriously, this is the way we do it. I am not going to (word lost) - money is from
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(word lost) particular place. It is a shoestring operation, some out of my pocket, I
stay in debt., You know I worry about my phone bill, you know whether the lights will be

on - but I don't have a studio.

What I am doing, I don't think it is any big thing. People seem to think it is some
sort of miracle. I am producing five programs a week and they are shown through Cable
TV, but we don't talk about the money I owe them, I »lways look the other way when tha£
cor.nes up., But they are black oriented programs - (Mr. Dugané speaks very low a;ld slow
- most words are swallowed up) - that was my first program. An on the street type
prograx;n where I go out and talk to blacks in the neighborhood about definitions. Apocalypse
is a Gospel program. I have at the present time two participating churches. It is a half
hour program Sunday morning I will film my first hour program. He was sold a half hour
program but he was enthused with it, so he wants to increase it to an hour so {word lost)

Sunday morning the first hour program.

Black Talk is a woman's program that is a half hour program with black women
'in the community. Mrs. Roland, she works for model cities and in Flint, she does a
very good job. These women are interesting women.. When I say interesting women, I
don't mean women that have made it.- She talks to anyoné, any black woman in the commu-
nity, be she a prostitute, a drug addict . . . if she has a story to tell, we feel that the

community should hear her story and this way she has a chance.
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I ' have People's Law School, I moderate that program. It is an hour progr:dm - we
utilize the talents of Clint Chapman of the National Lawyers' Guild and a couple of other
attorneys that I call upon. We talk about the law as it relates to people in the streets?
What do you do if you should get arrested? What do you do if yomi think you are going to
get arrested? We talk about tenants' rights, bankruptcy proceedings, the whole gambit of
the law. We take it in sections. People can call in or they can write and ask questions of

a general nature, and we deal with those also.

I had attorneys on my program, T'had three judges (voice drops down and rest of
sentence is undecipherable). It is a very popular program. :I‘me_u_r‘}\}j;'c_);( it and it makes me
feel good when I go out in the streets and somebody says, you know, I saw the program and
I found out something that I didn't know so I am going to see my lawyer so he can take my

case back to the . . . (laughter) - evidently something is coming out of the program.

War On Campus., This is an hour program dealing with student; on the three
campuses that we have in Flint (rest of sentence undecipherable). This program is
handled by a young lady that started out with me. Well I trained her, passed on to her
what I vasn't able to pick 'p. She operates the camera, you know just a jack-of-all-trades.
She does all the typing. She loans me the money (laughter) - and we just work very closely
together, that's all. (laughter) So she has - she is doing War On Campus and we deal with
problems that black students have on campus. We look into their sororities, the black

students unions; you know, that sort of thing.
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Then I have a special program we do on black personalities - if there are any blacks
in the community {(word lost) that I can gét to, I will take an hour program and talk about
them. We had Julian Bond a few weeks ago. We had Dick Gregnry and we had David
(word lost) from South Africa - you know people like this - people who have something to

say to the community in terms of . . .

I am getting ready now to do twenty-six programs on Model Cities - Flint Model
Cities - and I have got a Childrens -Storytelling Program. I am kind of tired (words lost)
I don't know, I hope I will get to it next week. We have a 15-minute black broadcast, I

am waiting for the station to get their thing together so I can get mine together.

(There is a loud buzzing on tape which completely obliterates speaker's voice for

two minutes on the tape.)
I would do better if you asked me the questions.

A PARTICIPANT: I want to ask you a couple on it. The first is do you lease the channel

from this Cable company.

MR. DUGANS: Yes, I have a lease agreement and wherever I go, this is what I try to do.
This is how I make my money you know, hopefully. I am concerned about the community,
you know, so that is that. I am doing something for the community, - or at least I feel

that I am and at the same time I am trying to make some money.
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A PARTICIPANT: What does it cost you to lease the channel - if we may ask that?
MR. DUGANS: Eight to ten dollars an hour.
A PARTICIPANT: Eight to ten dollars an hour. Do you take advertising on your channel?

MR. DUGANS: Yes, I do - (loud buzzing on tape obliterates speaker's voice). But they
give me a gr=at deal of support and I have to figure out some way to get more advertising.
I am doing everything by myself. I left my job with the City of Flint in Community Develop-
‘ment and my other participants are working on full time jobs. I am the only one who is
working, You know, sometimes I go out and do a program and !l set up my caméras and
equipment and get my people into position and I push the button and I run around and sit

in front of the camera and moderate the program, you know. (laughter) I ¢~n't have any-
one else to run the camera for me., So that is the sort of thing it is - it is really a one man
operation, you know, right now. I hate this for I don't have time to do anything else, you
know. I can't get out and sell time; you know try and get the advertisers. I run (word lost)
Ann Arbor - {words lost) Cablevision - Michigan Cable TV (word lost) and I also do work

for (word lost) Communications so that keeps me pretty busy.
MR. SMITH: Thank you very much, lie gentlemen back there,

A PARTICIPANT: My name is - (speaker does not use microphone and talks very low).

(There is also a loud buzzing on tape which completely obliterates the question. }
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MR. SMITH: Doyle wants to respond (words lost) is one of the prime movers in the tremen-

dous battles that resulted in substantial concessions from broadcasters (distortion sound).

MR. DUGANS: Tie major problem I believe is money. You know it. . . to money, So far
I haven't been able to get any.mo‘ney from anybody for my particular operations, if this is
the sort of operation that should continue, you know - personally you know I couldn't really
care less - . . . can come over and do a good job. I am doing the best I can. I felt it was
needed in the community. This is why I got into it. I felt that minorities should have some
means with which to express themselves, so you know here I am at this particular point.

I know the sort of job that I am doing. I am doing the best sort of job that I can with what

I have to work with. [ am not too concerned with producing Cecil B. DeMille type
productions. I try to give my viewers a good quality, you know, good quality program from

my half-inch video. Thatis -

MR. SMITH: I want to point out something here that there are two underlying reasons that
have been evident here, that have been evident in all these meetings that I have attended
that relate to community programming. The one is that there is one group of people that

feels that they must move towards the professionalism and another resists it and -

MRS. SKLOVER: May 1? I think that we have to really understand what we are talking
about. I mean we are mixing apples and oranges really. I mean we are talking about a

way to use Cable for a void and a way to use Cable as a void and make money and I think
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that has got to be something that you have got to understand. We are talking about two
different things. There is a set-upand I am not putting down - I just think, you know,

that people ought to be aware of the difference between the concept of these channels and

the concept of access or any other access question. One is where you really become an
entrepreneur which is a really a new, wide-opening field for minority participation with-

out question, and for many minority groups which will not be able to participate possibly

in ownership of Cable because they can't get that much money together. But they wili.

be able to lease channels and create information to put on those channels and have adver-
tising or some other form or some other way of.commercially sponsoring and commerciably,

really viably supporting what they are doing.

That is ONE thing and I think it is an important thing. What I am picking up in what
Mr. Dugans is saying, who I would also like to congratulate personally for the work that
he has done, is that whether it is ever going to really work on a commercial level or as well
~~' as on the public access level is what we are concerned with. Is that you really have to have
a way to help people to really gain skills and I think that we have to be respectful of

people, too.

I may be terribly sophisticated about the media. Maybe I think that what is on
television is junk, but I really don't have the right to impose that on other poeple. The
right I have in serving people is to help them to gain the skills that they want to make the
kind of television that they really want to make and there is no question that it is true -

maot people are programmed by the way (words lost) television,
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What really needs to happén and I guess I am sort of just beating it to death but I
don't think there is any question that you must have technical assistance programs that are
really going to help people lto actualize television in the way they want it. Once people
achieve their own degree of sophistication with televison and then they want to utilize
television in a different way that is fine. But I think that if you are honestly, really starting
out on equal footing which is what you could do with access or with a lease channel some-
times, you have got to build in the structures to make it work and ycu just can't,assume that
you are going to change people on a mass basis that quickly and I don't think we can get away

from the fact that we are still talking about that.

Yes, the concept of Cable farther down the line is very individual, is very small,
but we are talking about today and the way people experience television today and the way
people think about television today. And we must give them what they are used to. I am
not saying that you have to stay there but you have to start there., Otherwise, you are not

starting on equal footing and minorities will be where they have always been whichis ., , .
MR. SMITH: Red says she wants to respond. »

MRS, BURNS: I agree with what you are saying. I just have one thing and that is that I
think that what we are talking about is how do you get people involved? Cable is only an
aspect of that involvement so that it is most important {5 get people connected on to the

possibility of developing the skills but also they themsel--es must develop where the skills
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and initially, maybe the stuff is sloppy as people get it together, but I don't think that that
is what is important. I think that what is important is how do you get people involved in -
how do you make people understand or want to understand that for the first time there is

some kind of acc.ess possibility? So rather than say, O.K., you are going to make tele-

vision - I am scr‘eaming at this thing -
MR. SMITH: It's O.K., scream at us .

MRS. BURNS: How do you get people beginning to use that as a means rather than an end
and when you talk about making programs, the programs become the end and the possibility
of exploring what the means are. And so the idea of workshops and technical assistance
and encouraging people to get this thing together on their own are exactly the kinds of
things that I think we are all in agreement with. I think that in answer to your question

as Thea says and as (word lost) says, the problem is rnoney, but until - there is no point
in putting a pile of money somewhere -

A PARTICIPANT: (Did not use microphone and spoke very low - text lost).

MRS. BURNS: That's what we did.

SAME PARTICIPANT: How much do you charge?

MRS. BURNS: Well, we have -

213




SAME PARTICIPANT: You know, this is the kind of commitment, ladies and gentlemen,

that we are talking about - (rest of text lost)
MRS, BURNS: All of us sitting here -

SAME PARTICIPANT: - is to provide them wvith some sense of direction - we don't want
to control what they put on the air and we don't really care about how sloppy the program
is. But the pecople - we give them some sort of basic principle on which they can effect
some local change if that is indeed what they want. This whole principle of - you have got
to make money out of it - you know is kind of alien in one sense. Our community doesn't
really have any money. I don't know where the hell we are going to get it. There aren't
any support foundations, the churches are in a w.orse situation, they won't help us either.
But I think the very basic question is that those of us who are involved in fighting (words
lost) is where is your commitmenty Can you Doyle, Henry‘and Red, Ralph, and John and
whathaveyou com‘“éz)ut to our community and help us set up some sessions where you pro-

vide technical assistance for free~

MRS. SKLOVER: Can | say something here” [ think it is. so important and I think it is
the next step that people haven'treally thought through yet which is if you want that kind
of technical assistance on an‘ongoing basis and you don't want it from the Foundation -
which you are right - I mean Foundations can only support so much -~ I mean there are a

few of us who have been lucky tc get in early enough to get the Foundation's support. That
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is why what you have got to be aware of and it seems so obvious to me that where the

funding has to come from is the structure of Cable itself.

There is something we have talked about for so long with broadcasting; we came
much too late. We talked about taxing television sets and .applying that towards supporting
technical assistance for training or public television. It is too late, you will never get it

through.. We have talked; still continually every year we have a tremendous amount of

' ‘problems in getting the appropriation for the Corporation for Public Broadcasting which

is the very thing you are talking abo ut.

It seems to me that it is so very logical that - and you have heard it from Cable
operators very strongly - the strongest presentation I have ever heard - public access helps
Cable. Now it seems to me that if the cable operator is collecting a fee for giving a
service for people, there must be a way that part of that fee is set up in a fund to support
the kind of process that we are talking about. I mean (word lost) becomes institutionalized.
You are always going to again be ou; there in the cold saying somebody is going to help me.
You should have rioney in your community for that - you shouldn't be - you can help me

and do it for me - this should be a process whereby Cable grows in your community. There

: .
is money to maie sire that thiz really happens.

MR. SMITH: There arc all sizes of people who want to talk. I guess John first, panelists

before others.
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MR. GAULT: I have several comments. Having listened to what Thea said before I think
that she hit upon the very important thing that must be delineated even further. We feel
that there is this vast difference between local origination and public access. They are
apples and oranges. They are two different things. In every community that we are in,
today, where we have the capability, we are planning to begin a public at;‘éess activity and
every community that we have had franchised in the last six té nine months, each one of
those franchising proposals and presentations has a company and we are not alcne. I don't
want to make it seem like we are the only one that is doing it. The other companies are
also presenting plans for a dedicated public access -st.udio with free technical assistance

to be provided in those proposals in the franchise.

In addition t.o that, there were vary sophisticated schedules set up for the kind of
local origination that would be created by the Cable Television system, hopefully speci-
fically for that community. Arld it is today that we find many franchising entities making
decisions on who gets the fran~hise in the community based on the depth and breadth, if you
will, of our proposals and our cummitments to the community. So as far as the comment
before - would we come to El Pa’so to give somebody frAee technical assistance - we wvould

~certainly go and our doing those kinds of programs whe re we have systems and hopefully
the pe.rson who got the franchise for El Paso and San Antonio would also make that
commitment. I can't commit for them because we don't have a franchise there but one
hopes that the cable operator would be sufficiently enlightened to realize that this is in his
interest to do that.
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Now Thea made a very interesting comment a moment ago about the (words lost)
fee charge or sormething to the Cable Television System to support this. That is quite a
can of worms to open up and perhaps that is the way it is going to happen. I hope that the
commitment as an industry - codes of the industry and the FCC's hammering out of rules
and regulations in conjunction with - again hopefully an enlightened industry - will not make
this necessary. It begins to put an onus but this kind of an cinus on an industry that you must
be taxed to do that because it would certainly be unique; the broadcasters do not have this
kind of a situation., If we were dezlt with universally in this respect, it might not be so
bad but I think that when you sit and talk and as Thea says, you must do these things, I am
not really sure who YOU are. Are you cable operators sitting here in this room today?
Are you Catholic Priests? Are you Episcopal Ministers? Are you consultants? Whc in

the world are you? .

Our company is an MSO - O. K, - and we are committed to this and I hope - and I

know that the other MSO's are cornmitted to do this.
(Comment from the audience)

MSQ - that's Multiple Systems Operators, I know the people zat TelePrompTer
are doing this kind of thing, We are not the shining beacori. We are one of the companies
that is trying to do this, The fellow at the TelePrompTer is trying to do it., The fellows

at Television, at Warners' Communications are trying to do this. They are trying to do
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the same thing. I hope that you mean that if your operator is working with us finding
out our experiences and you, if you and other people and interested citizens in the commu-
nity, will work with us first to find out what we can do then what~w2-will do before we"gs™

off in different directions where you say, hey, I am going to go and get ''a tax against your

body'' and make you do these things.
MRS. SKLOVER: You make it sound so . . . Sir.

MR, GAULT: No, we are here to work with you. I am invited here to work with you, not

to have somebody tell me I am going to tax your behind to get you to do these things.
MR. SMITH: We didn't specify any conditions in your invitation. (laughter)

(Many voices speaking at once.)
A PARTICIPANT: (“I\Darticiptant does not use microphone and speaks too low - text lost)

MR. SMITH: I have been waiting for a really tough one from Hank Pearson. Hank

Pearson is with TelePrompTer. Go ahead, Hank,

MR. PEARSON: To give you gool figures, I think we are not quite there yet. Last year -
that was ending July of this year - was ending the first year of public access operation in

New York. Now I am talking about public access as opposed to origination.

Public access last year we estimate cost us somewhere in the neighborhood of

sixty thousand dollars. This was doing -




(Undecipherable comment from a participant)

That was for two channels and that was originating the programming from our
originating studio, feeding the programming through our hecad and out into the system
and whatever hardware we happened to provide to originate that portion of the programming

that we originated.

I might point out first that a lot of the programming that got logged and used on
ptblic access, did not originate in our studios but is provided by us by Red Furns, by
Thea Skiover and by some of the other many groups that are working with half inch equip-

ment in and around the New York area and for that matter across the country.

Tuly first we ope>ned lemat is,r I guess what might be called the first public access
studio. It has had many failings. We are still examining this and we are still éeeking -
answers to the operation of the studio. This‘ studio we estimate will cost us - this would
be rent, equipment, etc., - somewhere in the vicinity of thirty thousand dollars a year.
This does not include salaries of the personnel that are involved directly with the studio
and those who are indirectly involved with it. What the ultimate or the final figure on that
will be we don't know yet because again it is still an experimental thing and ‘we are still

adding equipment.

We opened the studio with a one inch VIR camera and a minimum amount of other

equipment. We have since added a half-inch camera - another VTR - we have another
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VTR on order and we have added a slide projector, and some other equipment. So although
we set a budget to opén the studio at one figure, that figure constantly changes and we find

and require additional equipment, etc., to operate it.
MR. SMITH: Anybody else?
(General discussion)

MR. HAYDT: I have some figures too, Ralph, if you want on that question because I think
that there are different levels. The cost *u run a public access center versus a black and
white studio operation versus a color studio operation; we have all threc operations goifig
in various systems that we own. The public access experience in Reading to provide this
hour a week I guess cost us around fifty thousand dollars for the {irst year of operation and

that is everything, travel expenses and the whole deal.
(Question from audience - 'undec;ipherable)

MRS. BURNS: No, it runs at different times. It is one original hour -
(General discusgion)

MR. HAYDT: Four times a week. But that includes the capital ex:penditure which is a

going-in zpital exponditure - it will cost to operate the facility fcr the next year -

MR. SMITH: What is the figure again?

220



MR. HAYDT: Fifty thousand dollars.
A PARTICIPANT: A year? |
MR. HAYDT: It cost us for the first year -
{(General discussion)
A PARTICIPANT: You are talking about thirty-five thous(a.n-d a year for four hours a week -

MR, HAYDT: Oh, it's much more than that. Many more tapes have been produced than the
one hour a week that goes on the air - and which illustrates that. And the second year, of

course, will be far less.

A PARTICIPANT: What is the ratio of the average ratio of hours produ;_ed to hours aired?
MR. HAYDT: I am not sure about that - four to one ratio, . . . ?

"ANSWER: It is more like to ten to cne -

MR. HAYDT: Ten to one -

A PARTICIPANT: Why do the sther nine not happen? Were they just trials?

MR, HAYDT: Well, the choice of it - the individual's decision - if he wants it to go on

the air, it will go on the air,

A PARTICIPANT: He can make it but he doesn't -
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MR. HAYDT: He can make it but he doesn't have to put it on, but if he d_qas want it on -
(General dis.cussiom
.. We do not decide -
MRS, BURNS: It takes that first initial period for people to get used to handling it.

MR, HAYDT: (words lost) we don't tell him it can go on or not. !ie makes his own. He

shoots the tape and if he wants it to go on, it can go on, T

MRS. BURNS: I have some more figures i{ -
(General discussion)
MR, HAYDT: I didn't finish vet.

A PARTICIPANT: Let's get this straight. That is two hundred hours a year on the air,
representing two thousand liours of programrning either live or pre-produced, divided into

thirty-five thousand dollars opereiting - taking the capital off -
MR. HAYDT: The operating figures - (words lost) - much more sophisticated. (laughter)
SAME PARTICIPANT: O.K., two thousand hours into thirty-five thousand dollars.

{General discussion)
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MR. HAYDT: It will not look like that the second year. I will come back to you in a year
from now and tell you what the new numbers are - well that is our going-in experience. Now
the black and white studio operation for local origination and programming that we feel are
indigenous to the community and Boyd, Wisconsin is an example - the Treehouse, the
Children's Program, Black Corner - a program produced by blacks in the community,
which is put on the system to everybody. We figure that it costs us, including all of the
capital expenditures and amortization of them over a period of time: about fifty-five dollars
an hour tc turn the lights on in that studio for a program production.. Talent costs are
extra. You know you can spend whatever you want on taleut in black and white, with Sony,

videotape recording equipment, ane inch equipment.

For our color operations, which are Sony color, I think that our cost estimates
are around, with amortization of equipment, about eighty-five dollars an hour to turn the

lights on, if you will, and turn ithe cameras on in the studio and then talent costs are extra

for that.

So those are our cost figures that we have to pay and 1 think that it is more than

likely they are conservative figures.

A PARTICIPANT: That is a manned ~tudio and it includes some kind of amortization

of the equipment.
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A PARTICIPANT: Does that include tapes or live?
MR. HAYDT: Yes.

MRS. SKLOVER: I would like to throw out the possibility that maybe you would like to take
all that money and set up real community access and get rid of local programming done

by the system and throw it open to the community and let the comm:nity have their hands
on it and begin to make programming so it won't cost you eighty—fivé'dollars an hour to

turn on the lights. .

MR. HAYDT: Well, we have tried if you will to do some of that already and perhaps we

haven't done enough. We are all seeking some answers, Red. MNaybe we should do that.

MR. SMITH: I see Callahan's people really want to ( words lost} - 'first' to the gentlemen

over here.
A PARTICIPANT; I will try to keep my remarks rather brief,
MR, SMITH: Can you all hear him?

(General ''no'')

SAMr. PARTICIPANT: I will try to keep my remarks rather brief but - (participant did not
talk into the microphone and spok' very low - much of the text was lost) The first thing
is most Cable Systems are not designed for local communication, right off the bat. Local

origination . . . (words lost)
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Most of what I say comes through a year's evaluation (words lost) the public access
channels and how they are operated in New York - I don't want to go into details but I just
want to make one point clear. These models are only certain models and there are other

possibilities that (words lost) -
MR. SMITH: That gentlemen over here?

A PARTICIPANT: My name if Jim Bell. Iam from thé Office of the M%yo,xjy -l‘c;an't help
but wonder if we are not, not consciously of course, but if we aré"no; either: éreating an
obstacle (distortion on tape)., There is a big businessman sitting behind a desk who man‘u—.
factures this kind of equipment (words lost).v Here we have a bunch of social workers who
want to go out and do all kinds of good for the community. We have people in the society
that are being discriminated against., If we can sell them the idea that this is the answer

to the problems (distortion on tape .- part of text lost).

MRS. EURNS: Well, the point is that if the control is in the hands of the community and
the community makes its decision as to how it wants to express itself, then you don't

have it -

SAME PARTICIPANT: But vou scem to have missed my whole point. O.K., how does

the community express itself ''prior to'' -
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MRS. BURNS: They had no means to express it, The point is that you can set up those
environments and create those possibilities for those things to even begin to be talked
about before anything actually is done, has got the beginnings of some kind of community

expression,

SAME PARTICIPANT: What actual results are we looking for from this expression? Show

me some -

MR. SMITH: I think after only a year or a year and a half of, or a year and a quarter of
operation, it is a little difficult to say here is a benefit, here is a benefit, here is a benefit,
But I do believe though that anytime we do begin to improve communications then we have
got to have some beneficial gain from this. I anticipate and I foresee that Cable and
especially public access utilizing this vehicle (;lan improve our communications to the
extent that maybe we will begin to know a little bit more about each other and improve

quite a bit of what socially now is a bit of a problem and other than the equipment manu-
facturer, there are many other groups or people that are concerned and feel that this

offers something.

Recently, for whatever your feelings may or may. not be about this Justice
Department, they have inaugurated a Community Action Program and they have, are
beginning to utilize public access as a means to communicate this program. So using
that, and some of the other things that have happened, I believe that we can improve

communications with access.,
226
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MRS, BURNS: Two points that I think are particularly relevant really, Fifst of all,

I think that if you think about the way people receive their information now over television

I think that might answer - the way - I am sure that you.are aware of - is the way things
are made right now in terms of what you see on television pureiy of marketing consider-
ation, Television, over-the-air broadcast television is a business and the way you decide
what you are going to put on television at this point is whether indeed you believe you are
going to get an advertiser, whether you can deliver an audience. That is the way television
now is produced. That is the basis for it, the numbers game. And it has nothing to do

with expression,.

I think what you are hearing peop{e here say is that there has been some evidence
on the part of our society, of a desire to be heard., A desire to be able to communicate,
A desire to have information come over television that isn't necessarily only there because

of marketing considerations.

I will go to the next step though and say that part of the profits of communication
is not just creating information but somebody hearing the information. And that is why I
think it comes back again to the fact that if you are not able to use the med"ium in some
way that someone out there is going to care about what you are saying., You are not really
.sing it to communicate. In that respect, I agree with you. If it is only taking ”porfapacks"
and just creating information that you personally care about, you are not using the commu-

nication aspect of the medium.,
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A PARTICIPANT: I would like to -

MR. SMITH: Just one, just the last thing, and that is I too agree that Cable and public

access are not a panacea but I think it can help towards this thing.

- MR. DUGANS: O.K., I wo,uld like to throw a friend on mine on the spot. Helen l.ow works
for Michigan Cable TV aond Heolin - just you know, briefly just share some of your problems

that you are having as far as public access, you know, getting the community involved.

MRS, LLOW: (distortion on tapé - text lost) |

MRS, BURNS: The question I would like to ask is how do you learn how to learn? How do
you find out what you can do without having the opportunity to play with it, to experiment

with it, to have it become a part of you? How do you begin to understand what it is to be able
to generate information, to collect it or even to be connected to it. And that itz the aspect
that [ am particularly concerned with. It isn't enough to say O.K., this is public access

and here are the skills with which to do it. But what, how, what kinds of things can be

set up for people to begin to stimulate each other? To begin to talk to each other about

the kinds of things that happen and most of the things that w-e have discovered out of our

own experience is that we can really in that sense throw out the question.

And people then get it together on their own. It 'night take a little longer, and

heaven xnows, initially the material is not very good which is why we have that ten to one
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ratio. Eventually that narrows and people really get a handle on what they are doing and
what they.want to do and so they have to be patient intizl}y, and I think it is that length of

time that is fo important to let people develop, to let people do it.

MR, SMITH: The chair now wishes to point out that it is now a quarter to eleven, I don't
know if you want to break for coffee or not - is there a move on this -
(General - let's keep going).

People are saying let's keep going. You will have to wait your turn, Carol, I am

sorry to say,

A PARTICIPANT: It's O.K. I have had my hand up for an hour. (laughter)
(General discussion)

A PARITICIPANT: {distortion of tape and participant speaks low - texf lost)

MR. DUGANS: My position is little different from everybody'eblse's. I am in it to make
money first of all. So in order to make money, ! have to find out what kind of programs
black people in Flint are interested in so in order to find out, I am in the community. I
belong to nine or ten different community organizations, you know, I meet nine nights a
week. (laughter) All of the other people I am talking let, you know, I get this feedback,
you know. Why can't we have a program like this and we talk about certain things and so |

you know, here I come.
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For irllstance, personally, I like gospel music myself. In the City of Flint, after
Sunday, you can't get any gospel music or any church programs. So I am not the only
one who thirsts-for a little good old music in the middle of the week, so wham, Apocalypse.
You know the gospel program is a good thing. We have a lot of churchgoers in Flint.

Alright, so I found that that was one kind of thing that the community wanted.

All right, blacks have never had a chance to express themselves in Flint, you know,
on open issues, We talked about busing. We talked about some of the rotten politicians
down in City Hall. So people had a chance to talk about it. You know, anything that comes
up. I find out what they are talking about in the streets and I would structure my next

program around this and we ‘would go from there.

MRS. BURNS: The other possibility is that you can manage to get some kind of a story
out of the newspaper which says this is available and pcople who are interested in talking
about a workshop, and then they are invited, and then it is open in that way so that you don't

go out and select people to come in and then it begins to travel by word of mouth.

There isn't - I\lvant to make nne thing perfectly clear, and I realize . . . (laughter),
The point is that nobody determines what it shaald be; it is .open. The q\iestion is how do
yowsmake it as open as possible and the only way we have yet been able to find is to
initially, hopefully, be able to get a story in the local press or on the local radio station,
or whatever, to svggest this, To suggest that there is Cable and that there is that possi-

bility and that come come and begin to talk about it.
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MR. DUGANS: That is \Ifer*y good. You know I get a lot of phone calls. You know I
couldn't possibly think up, you know, ideas for programs. You know that is not my shop.
But people call me, you know, why don't you talk about this or why don't you do this? And
I go and talk to this group and wham, the next thing you know we have done a program on it
and this is the sort of interest that is generated in and you know I sta}; in touch with the
community like this. And I feel that I am actually producing programs that they want
because every program that I am doing came out of the community. You know it is what

people wanted so I am trying to give them what they want.

MRS.‘, SKLOVER: To me this souncs like NAB. For those of you who dan't know what this
is, it is the\ National Association of Broadcasting, I mean what you are really saying is
that you can talk to any broadcaster and in order to keep his license every threce years,

he must submit to the FCC his assessing of community needs. Now different broadcasters
do it in different ways. Some call in ten different community lecaders and they tell him what
they think it is and they write it up and they send it in and they say this is the way we made

our decisions about what our programming is going to be this year.

The point I am trying to make again is that you are not seeing the differentiation
between what it is to have someonec else make the decisions a ;out what should be going on.

How does somebody, be it the Cable operator - you ask who do I mean by YOU? I am only
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talking about people, And I am talking about cooperation certai nly from the Cable operators

-

and the municipality and from all the multiple cultural and other organizations within the

community who make this real,

But what I am trying © point out, what I am saying to you, is that what you have .
got to do is have a system and a structure whereby people, both in institutions, educational
institutions, museums, libx-'aries,v all these local cultural organizations, as ii;ell as your
local health centers, have to have a way to be aware of the fact that something is being

offered to them.

And then they need to be assisted and helped to learn how to make use of this new
opportunity. As long as we sit back and say well, you are the cable operator, you who are
the broadcaster, you, whoever you are, you are the person who is supposed to go out and
figure out what we need and then you give it to us. We are really not using what public

access could be.

MR. GAULT: I would like to answer the lady's specific question before, as a system
operator, and try to speak for some other systems operators too, and also maybe make
a comment on Mr. Beil's statement before, which could be slightly contrary to what Thea

Sklover said before. “There is a dynamic apathy in the public and thcy are not screaming

for public access.
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" Before we did the Reading experim-.t, there was nobody knocking our door down to
tx.'y to have public access. I dare say the same thing is true in Manhatten., That doesn't
mean, however, that we shouldn't do it because thz couple of people who do have somie
insights, sev-eral prople not just a couple of peop'e, many people have an idea that here at
last is a chance to be able to provide = conduit and as a Cable Television Systems Operator
in public access, we are purely that, a conduit of information and communicativn between
people. It is incumbent upon us, at least - I won't speak for other companies because I
know how we feel - it is incumbent upon us not teo inake policy decisions with respect to
that information énd content on a people-to-people basis. We feel that it is important to
try and develop and make available resources and technical skills so that people may use

that new method of communication, the access channels.

Now the lady asked before how do we decide what the people want? There are other
things that we do. We do community programming, which is local origination, which may
or may not be entertainment programming. But we also do programming that is speci-
fically entertainment programming, movies and the like. We know that in most systems
that we operate a lot 01-.peop1é'"é‘re interested in high sckool basketball games and we go
out and do the high school basket‘n;all»games. That is a pretty universal thing. We also
try in various communities to get it into what the people want in community programming.
Reading has a large Spanish-speaking population and they have their own show called
"Orientation Domestica.'' The name has been changed now and we provide color studio

and facilities and help produce a program in Reading.
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So we try to do this and maybe we are not doing enough but we try. The other
companies do these things too where the local politicians talk. We provide time during
political campaigns so that .t.he candidate may have - in the community and you know we
have, in a lot of our communities - high perce:tages of saturation. A lot . of people are
:onnected on and it .would cost a fortune for the politicians to go.and buy time in a broad-
cast station to go over this wide area when in fact they are running for local council just
in that commﬁnity. So the cable television operators try to make time available in those

areas.

We are sea“rching for ways to better communicate with people so that our local
origination and time resources may be better utilized. But in °~ » public access, we see

ourselves solely as a' conduit, as a pipeline for people to communicate with each other.

A PARTICIPANT: (Distortion on tape - participant does not speak into microphone - text

lost)

MR. SMITH: I think that would be helpful. Would you two just briefly explain one, cpen

channel, and two, the alternate media cent.2rs. That is what your question is?
THE PARTICIPANT: Yes.

MR. SMITH: Yes, O.K,
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MRS. SKLOVER: Well, the way I would describe open channel is really an organization
that I staiied in 1971 after personally having been very actively involved in trying to make
sure that as Cable throughout this country, that there really -ere channels allocated for

- not just public use but education or whatever. And ]I felt that the next step, after getting
the roadway as I described before, was to really make sure that we found a way to help
the soc1ety at large understand what this could mean to them and help the society at large
to develop the necessary support structures to make public access real. And thatis

what open channel really is about.

Part of our services ars :g,oing to and helping groups to create programs for the
public access channels in Manhatten. That seems to be what people know about the most
and I guess it really has to do with the name that is endemic to us, open channel - well,
the assumption that it is only programming. The way we do prograrnming, though, I
think is somewhat different than the way we have been talking about half-inch here. We
only use the half-inch video equipment. I will be honest with you; we would use band-aids.
The reason we use half-inch is because it is cheap and part of what we are trying to rezlly
help people understand is that you can create television with cheaper equipment but you

don't have to duﬁiicate the present broadcast structure in order to make television.

But what we are also trying to do and we have really and this is a decision that
we have made and it has been on the basis of assessing a need ~ we have found that most

groups when they want to make use of public access or when they want to make television -
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quite honestly want to be on television in the way they have seen Walter Cronkite on tele-
vision. They really want this kind of vision of themselves and we feel as brokers if you will
or as people who are really trying to institutionalize the concept of public access, that we
had to find a way to provide this service for the different community groups an.d institutions

that have come to us yor assistance and the way we have been able to do it is qu te amazing.

We have - I think our council now is about two fifty - we have Iiéople from the
industry, professionals, producers, photographers, can:;;;-rhe‘n, soundmen, people - ho
really know the tools of the trade. I mean people who learned their craft creating tele-
vision, who are willing to give some <f their time for free to help groups who want to make

use of the public access channels. So in this sense, if you will, we act as the coordinator

or the broker.

When a group comes tc us, we tr.y to help them to decide how they would iike to
make use of public access, again trying to help them to understand their more creative
uses, It obviously is not talking about - sitting ''talking heads' as we say in the trade -
